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Preface  

This r e s o r t  summarizes my observat ions on a g r i c u l t u r z l  c r e d i t  i n  
Pakistan and p resen t s  my suggestions f o r  improve~.ent i n  c r e d i t  f a c i l i -  
t i es  f o r  farmers f o r  t h e  c ~ n s i d e r a t ~ i o n .  o f  t h e  Food and Agr icul ture  
Commission, My repor t  j.s based on s t u d i e s  made duri~ng t h e  period of 
approximately two months spent  in. Pakistan a s  an Advisor t o  t h e  
Comm~ssion. D u i n g  ~y v i s i t  I have had t h e  opportuni ty of c o n f e r r i n e  
y ~ t h  o f f i c i a l s  of var ious  instit ,u-tions concerned wi th  t h e  f inancing  c? 
farmers i n  both blest l'akistan :u.d East  Pakis-Lan and have v i s i t e d  a few 
cooperat ive s o c i e t i e s  and o t h e r  agencies S.n t h e  fie1.d. 

While t h e  Vime spent  i n  Pakistan has not  been sufficient f o r  a  
d e t a i l e d  s tudy of t h e  complex problen of agr icu l . tura l  credi.t  i n  t h i k  
csuntry,  1 d i d  have t h e  advantage of !laving ava i l ab le  t h e  re?or;, of: t h e  
Credi t  Enquiry Commission which had been published p r i o r  t o  my a r r i v a l  
i n  t h e  country. This r e p o r t  p re sen t s  a  g r e a t  d e a l  of information on 
c r e d i t  avai.lable t o  agricul.ture,  bus iness ,  and in dust,^, which has been 
ve ry  h e l p f u l  t o  me. A few of t h e  recommendations made by t h e  Credi t  
Enquiry Co~l~~is:jj .on f o r  t h e  irtprovement of a:r;.cul?,ural c r e d i t  a.re 
contained i n  rry r epor t  and a  few aye chaUenged. Al.so i n  my r epor t  I 
have t r i e d  t o  make a d d i t i o n a l  suggest ions f o r  developing c r e d i t  programs 
whj.ch w i l l  meet t h e  needs of f a m e r s ,  p a r t i c u l a r l y  of t h e  sma l l  farmers 
with l imi t ed  resourcffiwho cons t i - tu te  t h e  l a r g e  ma jo r i ty  of farmers i n  
Yakistan. 

My r e p o r t  conta ins  much d e s c r i p t i v e  ma te r i a l  which may be of no 
p a r t i c u l a r  va lue  t o  persons f a m i l i a r  with a g r i c u l t u r a l  c r e d i t  a c t i v i -  
t i e s  i n  Pakistan.  Thj.s ma te r i a l  was included t o  provide a background 
f o r  t h e  suggest ions made and a l s o  t o  g ive  those  persons reading t h e  
r e p o r t  who a r e  not  acquainted wit.h t h e  a g r i c u l t u r e  of Pakis tan ,  back- 
ground information they  may f i n d  use fu l .  

I wish t o  express my apprec ia t ion  of t h e  cooperat ion and a s s i s t a n c e  
given me by members of t h e  Food and Agri.culture Commission, o f f i c i a l s  
of t h e  Government, o f f i c e r s  of  cooperati.ve banks and cooperat ive 
soc i s , t i e s ,  and o the r  agencies ,  and members of t h e  s t a f f  of t k e  linited 
S t a t e s  Operations Mission t o  Pakistan.  Thei r  a s s i s t a n c e  has been very  
he lpfu l .  



The Apricul ture of Pakistan 
- 2 . .  - - - -  

' 
Agr?Lcult.ure i s  t h e  p r i m a ? ~  i n c h t r y  of Pakistan. Of i t s  popula- 

t i o n  of abou'c 37 n i l l i o n  people i t  i s  estimated t h a t  85 percent  a r e  
engaqed'.in farrcing o r  ac t iv i t , i e s  . d i r e c t l y  r e l a t e d  t o  farming. Agr icd- '  
t>ure accounts f o r  about 60 percent of the  t o t a l  income of t h e  country. 
The !.and a r e a  i.s 234 mil l ion  acres ,  of which around 60 mi l l ion  ac res  
a r e  cult , ivated lands. 

The count:t-y cons i s t s  of two provinces, Eas t  Pakistan and West 
l'akista-,.. Eas t  Pakistan has only 1.5 percent  of t,he l m d  a r e a  bu t  over 
one half  of t h e  population. Nearly one half  of t h e  c u l t i v a t e d  a r e a o f  
t h e  country i s  i n  East  Pakistan where t h e  c l h a t e  i s  t r o p i c a l  and r i c e  
the  p r i n c i p a l  crop. R i c e  occupies about 20 mi l l ion  ac res  i n  East  
Pakistan a n d  jut,e an important f i b r e  crop, 14 in i l l ion  ac res ,  . i n  
c o n t r a s t  West Pakistan which includes about 85 percent  of t h e  t o t a l  

. land  area ,  has an a r i d  climate wj.th much of t h e  land i n  d e s e r t ,  and . 
fanning genera:Lly i s  under i r r i g a t i o n .  Wheat which i s  g r o w  on about 
11 m i l l i o n  ac res  and cot ton grown on 3q mi l l ion  acres  a r e  ra ised  almost 
exclusively i n  West Pakistan. 

Other important crops i n  Pakistan a r e  peas, sorghum, sugarcane, 
corn, bar ley  and tobacco. Production of l i ves tock  and l ives tock  products  
a r e  important  xn some areas .  About 90 percent  of a l l  expor ts  a r e  
agr icul t ,ura l  pi-oducts wi th  cot ton and j u t e  t h e  main exports .  Other 
important  export products inc lude  t e a ,  wool and hides.  

Pakistan i s  not s e l f - s u f f i c i e n t  i n  food and imports wheat and r i c e  
but  a. program j.s underway intended t o  make t h e  country s e l f - s u f f i c i e n t  
i n  food. This w i l l  requi re . increased  y i e l d s  p e r  a c r e  s i n c e  y i e l d s  now 
a r e  genera l ly  ].ow. Also new lands  mu$t be brought under c u l t i v a t i o n  by 
i r r i g a t i o n  and drainage.  

The econonuc development of Pakis tan  i s  dependent i n  a l a r g e  
measure on improvement of t h e  ag r i cu l tu re .  Low incomes a n d p 3 v e r t y  
p r e v a i l  i n  most, r u r a l  areas.  The count,ry w i l l  develop and progress  a s  
it inc reases  t h e  productiv3-ty .of i t s  r u r a l  people. Increas ing  produc- 
t i o n .  on farms w i l l  g ive  r u r a l  people t h e  pur-hasing power necessary t o  
provide markets f o r  i n d u s t r i a l  products.  I n  t h e  improvemerit of agri- 
c ~ l t u r e ~ c r e d i t  on reasonable terms and accompanied b y t e c h n i c a l  a s s i s t a n c e  
f o r  farmers i s  reciuired and can make a major contributiion t o  t h e  
economic development of t h e  country. ., . 

Need f o r  Agr icul tura l  Credit  . . 

A broad prvgrani f o r  providing c r e d i t  f o r  farmers i s  e s s e n t i a l  i n  
t h e  improvement and development of a g r i c u l t u r e  i n  Pakistan. Shor t  term 
c r e d i t  up t o  1i years  i s  needed t o  f inance  seasonal  production of crops 



inc luding expenditures f o r  seeds f e r t i l i z e r ,  spray nater i3als  e t c .  
Pkedium term c r e d i t ,  I& t o  f i v c  years ,  i s  needed f o r  purchase and 
improvement of l i ves tock ,  purchast o.? farm machincry and equipment, 
cons t ruc t ion  and ,repnj.r of ferrn bui ld ings ,  and improvements t o  i r r i g n -  
t i o n  :!nd drainage systems. Long t e r n  c r e d i t ,  over  f i v e  years ,  i s  

. required , for  t h e  pur-chnsii :icd improvement of fcm! r e a l  e s t a t e ,  s inking 
0; titbe 1zrel.l~ i?t,c. 

I n  a country of limri-ted c a p j ~ t a l  such a s  Pakistan t h e  errpkasj.s on 
c r ~ d i t  t o  farmers shou1.d be on provj..difl(, shor! t e r r  znd i r -ediq  term 
loans.  It w i l l  be unwise t o  t i e  up a substar:tial p:irt of current  
c ,api t?l  fur,& i n  long term 1.oans secured by farm r e a l  e s t a t e . .  Purchase 
of riiiil estate wherii p o ~ ~ i h l i  s i todd I;L l i d i : .  on a coii i ract  bits;:; wi th  
the s e l l e r  receivinz. p a p e n t  over  a period 9f gea r s  frorn proceeds of 
crops produced.. . IIn shor$ t e r n  end medium t e r n  i o x s  t h e r e  i s  r", t~rl i-  

over  of capi ta l .  i n  a coniparc~tively shor t  period ?nd i s 0  t h i s  c a p i t a l  
o r d i n ~ r i l y  wili he  used i n  t h e  p r a c t i c e s  which a r e  of h ighes t  produc- 
tiivity and w h i c h w i l l  r e s u l t  i n  h e r e a s e d  crop and l i v e s t o c k  production. 

aeveloping c r e d i t  f o r  farmers of Pakistan presents  va r i ed  and 
complex problems. Most o f  t h e  farmers a r e  small  c u l t i v e t o r s  of ve ry  
l imi t ed  resources who have very  l i t t l e  t o  o f f e r  a s  s e c u r i t y f o r  loans.. 
A t  t h e  same time t h e s e  small  f a m . e r s  can inc rease  production i f  t h e y  
can ob ta in  suppl ies  s u c h  as  f e r t i l i z e r  and improved seeds. Therefore, 
s m a l l  loans  which enable them t o  o b t a i n t h e s e  items w i l l  be ve ry  helpful.  2nd 
while such. loans a r e  c o s t l y  t o  handle and involve high r i s k s  some mel-ns 
of g e t t i n g  c r e d i t  t o  these  fzrmers should be  found, Since most of t h e  
fanners  a r e  i l l i t e r a t e  and have been exploi tkd by t r n d e r s  and o thers ,  
t h e  loans  w i l l  r equ i re  c a r e f u l  supervis ion  and much educat io~.a l  .work 
w i l l  be needed t o  emphasize t h e  importance of meeting f j .nmcia1  
obl iga t ions .  Also it may be  n e c e s s a r y t o  advince many of t h e s e  loans  
i n  kind and c o l l e c t  them i n  kind. For example, a fa rmermight  be  
advanced a c e r t a i n  amount of f e r t i l i z e r  under an ag remen t  t o  p2y f o r  
it a t  harves t  t ime by t h e  de l ive ry  of an agreed upon amount of r i c e ,  
wheat o r  some o t h e r  crop. I n  m n g  a reas  t h e  econom-y i s  p r imar i ly  on a 
b 2 r t e r  b a s i s  and. advances and payments i n  kind me:? be  necessary. 

. . From t h e  s tandpoint  of t h e  use  of c r e d i t  i n  farming, fanners  can 
b e  divided i n t o  t h r e e  main groups. I n  t,he f i r s t  group a r e . t h e  1-arge 
f a h e r s  who own t h e i r  f a n s  and opera te  on a r e l a t i v e l y  l a r g e  s c e l e  
wi th  ac reages ,usua l ly  up t o  about 500 acres. +iith t h e i r ,  r6sources they 
may be ab le  t o  operate ?-mi improve t h e i r  farms without, .credit , .  For 
such c r e d i t  as  they may need they would p r e f e r  t o  turn t o  a Cent ra l  
Agr icu l tu ra l  Rank. They represent  r i s k s  which could be  handled t o  
sdvantaga by commercial banks but  these  b a n k s c r e  not p r e s e n t l y  in t e r -  
es ted  i n  making loans  t o  fanners .  

. . .  . ! 

. . 



. . . :The scconc! group is  a  h r g e  group cons is t ing  o:? farmcrs who hnve 
s m a l l o r  medium s i z e  fa.m.ing opilmtj.ons with t h e  opera tor  owning t h e  
d . .  These farms o r d i n n r i l y  w i l l  range i.11 s i z e  f r o n  ?bout 3 t o  25 
3cres .  This i:: t h e  groupwhich could be ser;ic.i not  on lg .by  cmper - t ive  
s o c i s t i c s  bu t  s.lsob;:a Cen tml  .ki7,:.i.cultur::l. j>::nii. 

The t h i r d  group of f ~ r m e r s  a r e  t h c  ~17.~11 farmers who own no farm 
l m d  and opera-l.e farms as  t enan t s  under a  l e a s e  o r  a s  sharecroppers. 
These farmers h2vc very meager resources ant iow incomcs and ordlni?ril.y 
d o n o t  have a b a s i s  f o r  c r e d i t  from t,>e regular  a i : r i c u l t u r i l  c r e d i t  
i n s t i t u t i o n s ,  However, t,hey can p r o f i t  by sm3.1 loans f o r  f e r t i l i z e r  
and seeds a s  wel l  3s' f o r  o the r s  purposes, but  bec;,.use of t h e  high r i s k  
2nd hi.& cos t s  of ireking t,he s ~ a i . 1  loafis s y c i a . 1  ,oovernmsnt progrnms 
n,re requi red  t,o meet their needs. 

Credi t  f o r f a r m e r s  should be f o r  product ive purposes. Thet is,  
loans  should emable t h e  farmer t o  ob ta in  t h e  supp l i e s ,  equipment <and 
l i v e s t o c k  necessary f o r  i nc reas ing  product ion and t,hereby r a i s e  t h e  
l e v e l  of l i v i n g  of  h i s  family.  I f  t h e  funds a r e  used product ive ly  t h e  
loan  w i l l  c r e a t e  t h e  income necessary  f o r  i t s  repayment and t h e  farmers 
economic p o s i t i o n  would be improved. This means. t h a t  loans  would not 
be made f o r  consumption inc luding  s o c i a l  func t ions  and o t h e r  domestic 

. : pu rposes .  The l a t t e r  would not  i nc rease  product ion and consequently 
w o u l d  c r e a t e  a burden of debt which t h e  f?rmer w i l l  f i nd  hard t o  car ry .  

. . 

It must he understood t h a t  c r e d i t  A o n e  wi1.l not improve t h e  
economic p o s i t i o n  of farmers.  A l o a n  g ives  a  farmer purchasing power 
which he would not otherwise have, bu t  u n l e s s  t h i s  purchasing power can 
b e  used t o  ob ta in  t h e  items necessary f o r  improving t h e  e f f i c i e n c y  of 
thi.  fzrming e n t e r p r i s e ,  t h e  loan  w i l ' l  have no bene f i c i a l  e f f e c t ,  The 

. improved se.eds f e r t i l i z e r ,  equipmcnts ,  spray m a t e r i a l s ,  l i v e s t o c k  and 
o t h e r  items necessary f o r  improving a g r i c u l t u r a l  product ion must b e  
mzcit: ava i l ab le .  Credi t  gj.ves t h e  farmer t h e .  oppor tuni tv  t o  purchase 
t h e s e  items where otherwist: hewould  b e  unable  t o  o b t a i n  them and 
consequently,would f i n d  it d j - f f i c u l t  t o  improve h i s .  fanning operat ions.  

. , .  . . 

Prescn t  ,SOU& of ~ a r i c u l t u r d  C r a  . . 
. . . . 

i: 
I n  Pak i s t an  t h e r e  a r e  eeve ra l  m i l l i o n  small fi2rmcrs. Thqopera t e  

ve ry  small  p l o t s  of k n d .  Most of  t hese  farm.-s a r e  i l l i t e r a t e  and 
h w e  l i t t l e  knowledge of bus iness  and c r e d i t .  Also they  have very  
l i t t l e  collater:~,l .  f o r  loans. Under these  condit,-ions i t  would bti 

. .expected t h n t  such crc:ii+t . a s  i s  : ~ ~ a i l a \ , l ~ :  t o  t h e  rwzl people i s  
provided by ind iv idua l s  and riot, by i n s t i t u t i o n s ,  A c t ~ ~ l l y ,  this i s  t h e  
c,ase i n  Pr.kistan. 

There a r e  no gene ra l  s t u d i e s  t o  show t.he s o u r c e s o f  c red5t  f o r  
farmers 2nd t h e  amount of loans  extended. However n f e y  s t u d i e s  have 
been made i n  se l ec t ed  v i l . l ages  j.n both %st and !'Jest Pak i s t an  znd t h e s e  
i n d i c a t e  t h n t  f 3 r  t,he country a s  a  whole pe rhapsabou t  60 percent  of 



t h e  c r e d i t  used i n  t h e  v i l l a g e s  i s  provided by  r e l a t i v e s  and f r i ends ,  
around 1 0  percent by  indivi.duals c l a s s i f i e d  a s  we l l  t o  do r u r a l  people 
an6 l and lo rds  and 1 0  percent  by shopkeepers and money lenders .  I n  
o the r  words, it seems t h a t  ab0u.t 80 percent  of t h e  c r e d i t  ased b y  
farmers i s  obtained from S.ndividuals. The remaining 20 psrcent  j.s 
provided mainly by c o o p e r ~ t i v e  s o c i e t i e s  and t h e  governrcent o r  govern- 
ment sponsored i n s t i t u t i o n s .  

Cwer the  yea r s  i n  t h e  subcontinent of Asia s sourcc of c r e d i t  f o r  
rur,al people evolved i n  t h e  form of t h e  villa:? "banin", He was a 
money lender  and t r a d e r  w110 usua l ly  oper?"t;id on h i s  own funds and 
become t h e  most inpor t an t  source of c r e d i t  f o r  farmers, He loaned money 
on personal  s u r e t y  a t  very high. r a t e s  of i n t e r e s t  and a l s o  purchssed 
t h e  crops of farmars u s u a l i y  e t  comparatively low p r i ces .  While t h e  
inf luence  of the  v i l l a g e  bania was not favorable  t o  t h e  devcl.opmcnt 2nd 
improvement ,of  t h c  agr icul tura leconomy,  he d i d  provide a source f o r  
s m a l l  loans .  . . 

With p a r t i t i o n  of t h e  subcontinent  t h e  p o s i t i o n  of t h e  money 
lender  col lapsed.  I n  West Pakis tan  where most of t h e  money lenders  
were Hindus, they migr,?ted i n  a shor t  time. I n  East  Pakis tan  t h e  
migra t ion  was slower but  t h e  n e t  e f f e c t  has been t h a t  t h e  money lender  
a s  he had operated over a long period,  t o  a l a r g e  ex ten t  now disappeared 
from t h e  scene. With t h i s  migrat ion t h e  small  farmer l o s t  h i s  source 
of credit ,  which meanwhile has been replaced only i n  p a r t  by o t h e r  
indiv iduals .  

For t h e  small  farmer t h e  migrat ion of t h e  bania had a wholesome 
e f f e c t  s ince  he was f reed  of t h e  heavy deb t s  which had accumul?.ted 
over  t h e y e a r s .  'Jihile no genera l  s t u d i e s  a r e  a v a i l a b l e  on t h e  ex ten t  
of debts  it i s  apparent t h a t  a . f a i r l y  l a r g e  propor t ion  of farm f a m i l i e s  
i n  Pakis tan  a r e  f r e e  from deb t s  and t h a t  many o f t h o s e  having deb t s  do 
not have deb t s  of an mount  t o  c o n s t i t u t e  an  unduly heavy burden. 
Without 'improvement i n  t h e  c r e d i t  f a c i l i t i e s  f o r  farmers, however, a 
s i t u a t i o n  could again develop whera t h e  farmers would f i n d  themselves 
involved i n  a heavy burden of debt  wiiich they would f i n d  d i f f i c u - l t  t o  
carry. I n  t h e  d iscuss ion  which fol lows some recommendatibns a r e  made 
i n  regard t o  s t e p s  which might be  taken t o  inprove a . g r i c u l t u r d  c r e d i t  
f a c i l i t i e ' s  in 'pakis tan .  

Agr icu l tu ra l  Credj.t I n s t i t h t i o n s  Sponsored by the  Cent ra l  Government 

Recognizing t h e  need f o r  improved f a c i l i t i e s  f o r  c r e d i t  t o  agri---. 
culture, t h ~  Central  Governnnt  sponsored two s p e c i d i z e d  c r e d i t  i n s t i -  
t u t i o ~ t o  a i d  farmers i n  t h e  r u r e l  a reas .  The Agr icu l tu ra l  Development 
Finance Corporation was establis.hed by an Act i n  1952 and began 
operat ions i n  M*.rch 1.953. The Agr icu l tu ra l  Bank of Pakistan was estab- 
l i s h e d  under t h e  Agr icu l tu ra l  B a k  Act of 1957 and b e g m  loan  opera t ions  
i n  January 1959. , Following. t h e .  establishment of t h e  Agr icu l tu ra l  Rank, 
a t e r r i t o r i d  d i v i s i o n  of t h e  country was made and t h e  two i n s t i t u t i o n s  
opera te  only i n  t h e  t e r r i t o r y  s p e c i f i c a l l y  a l l o t t e d  t o  each i n s t i t u t i o n ,  
wi th  no overlapping of t e r r i t o r y .  Each i n s t i t u t i o n  has provincia l  



admin i s t r a t ive  o f f i c e s  a t  Lahore i n  b k s t  Pakis tan  2nd i n  Dacca i n  Eas t  
Pnkist3.n and ope rz t e s  t'irough s e v e r a l  branch o f f i c e s .  

This. Corporc?ti.on f inances  a@-iculturd development including t h e  
f i n ~ n c i n g ' o f  l.ivestock, crop productAo!~, f i - sher ies  and fores t . ry ,  Loans 
? r e  m,zdc t~ fin2nc.e gene ra l  fznn  opiiratio:is, inst,r . l l ,?tion of t ube -we l l s ,  
improvement of iri-igr!tjon. systems, 2nd purchzsi: of  l i v e s t o c k  m d  equip- 
ment. ~t qjcr.'t;' <.;&s, " through t c?  b?-mch o f f i c e s  i n  Xest Yzkistnn znd nine 
b r m c h  off&s i n  East  P a k i s t m ,  The foilowLilg i s  a sulmaw of appl i -  
cz t ions  received and loans  closed up t o  Decembw 25, 1359. 

Applicst ion Received Amount Sanctioned Amount of lo.ans 
Number Amount disbursed 

Vest Pakis tan  7703 Rs.104,157,833 Rs.26,346,140 Rs.17,230,728 
Eas t  P a k i s t m  51180 Rs.161+,138,049 Rs.28,190,499 Rs.16,576,288 - 

Total .  58891 R s ,  268,295,882 R s .  54,536,639 Rs.33,807,016 - - 
The Agqicul tura l  Development Finance Corporation has au thor ized  

c a p i t d  of ~s.50,000,000 (about @0:5 mi l l i on ) '  wholly subscrilsiid and 
paid f o r  by t h e  Cen t ra l  Govermnent. This & p i t a 1  has been pai.d i n  
in s t a l lmen t s  a s  t h e  furids were required.  The Corporation can accept  
depos i t s  and may i s s u e  a d  s e l l  bonds and debentures.  No i n t e r e s t  i s  
pa id  on sha re  c a p i t a l  subscribed by t h e  government. 

The Corporation may make loans  t o  ind iv idua l s ,  co rpora t ions  o r  
coopera t ive  s o c i e t i e s  f o r  a g r i c u l t u r a l  purposes inc lud ing  marketing of 
a g r i c u l t u r e 1  products.  The r a t e  of i n t e r e s t  on a l l  l oans  a t  p resen t  
i s  5 percent .  The maxinun; l oan  t o  ind iv idua l s  i s  Rs.100,000 and 
corpora te  bodies  Rs,50C,000 bu t  with t h e  approval of t h e  government 
l a r g e r  lonns rnny be made. Loans may bc made f o r  periods up t o  20 yea r s  
and must be secured by a r e a l  e s t a t e  mortgage o r  pledge of otht+r 
proper ty  except t h z t  i n  t h e  case o f l g a n s  up t o  Es.500 t h e  endorsement 
( s u r e t y )  of one i d i v i d u a l  w i l l  meet s e c u r i t y  requirements.  

The Corporl t ion h e s n a d e  :oms f o r  2. l ? r g e  v z r i e t y  of  eg r i cu l tu ra l .  
improvemnts and opera t ions ,  w i t h  t i e  most irr?orIxr.t, s i n g l e  purpose, 
t h e  purchase o f .  bul locks.  Next. i n  o rde r  cov.t4 tube  wol ls ,  followed by 
lonns for .purchase of t r k c t o r s  and equipment. Nany loans  have be& . . 

f o r  sessonal  purposes, m,?inly f o r  t h c  p u r c k s e  of fertilizer ,-.nd,.,seiids 
and t h e  payment of wsgts of  h i red  l abor .  Eou~ ' - lg  about, one ha l f  of t h e  
loans  hnve beon medium term, about t h i r t y  percent  Iong t e r n  an4 twenty ... 
percent  s h o r t  term season21 loans. . . . . . . 

The A n r i c u l t u l ~ a l  Sank of Pakis tan  

This bank h?s about t h e  s m e  au thor i ty  ir. lending a s  t h e  Agri- 
d t u r d  Developmint Finance Corporntion but  <t i s  required t o  g ive  



preference t o  loans to  small farmers including sharecroppers, The 
following i s  a suwmary of appl ica t ion received and loans paid out from 
t h e  beginning of operat ions through January 29, 1960. 

. . . . .  

Aoolications Received Loans sanctioned h o u n t  of loans 
Number Amount Number Amount .disbursed - 

"Jest Pakistan U77  ~ ~ ~ 1 3 , 9 6 8 , 4 5 2  1643 Rs.  3,254,750 ~s.2,263,092 
:East Pakis tan .  38232 RS .l7,&65,786 21403 Rs. 7,627,629 Rs.6,794,OW.' - - v- - .---. 

Total  42!49Bs,31,434,238 23046 R~.LO,g82,379 Rs.9,057,133 -- - -- - 
I n  Wes t~Pak i s tan  loans have averaged about ~s.2,500/-  an6 t h e  most 

importazzt purpose of loans has been t h e  purchase o' l i v e s t o c k  and 
im.plments with development loans, including tube wells ,  t h e  second 
ranking purpose. Seasonal loans,  a r e  t h e  nurn'cer o n e . p i p o s e  i.n East 
Pakistan and l ives tock and implement loans second i n  import,ance. Loans 
i n  East  PakiStan have kverkged about ~s .350/- ;  Loans genera l ly  a r e  

. . .  secu?'ed..by. almortgage .@:.real' estate. '  :.. . . . . . .  ....... 
, .. , . . . . . . . . . . . .  ........... 

The authorized c a p i t a l s  t & k  bf Agricul tura l  B a n k i s  Rs.200,000,000. 
T h e  mount of s tock  issued i s  Rs.35,000,000 of which Rs.~30,000,000 
has been Subscribed and paia  up, Rs.  20,000,000 ' .  b~ t h e  Central Govern- 
ment, Zs.5,000,000 by the  Provincial  Government, of West Pakistan and 
Rs.5,000,000 by t h e  Provincia l  Government of East Pakistan. The 
Bank a l so  i s  authorized t o  borrow funds, accept  deposi ts  and i s s u e  and 
s e l l  bonds and debentures. . .  . . 

Results  '. : 
. . . . 

'. The Agrj.cultural Development Finance Corporation and t h e  Agricul- 
t u r a l  Bank haye b.een c r i t i c i z e d  f o r  t h e i r  f a i l u r e  t o  f inance  as  a 
l a r g e  number o f  farmers as iyas expected and be.caus.e they have r e s t r i c t -  
ed loans t o  those farmers who owned land an,dwho were i n  f a i r l y  
strong f i n a n c i a l  posj.tion. While it i s  t r u e  t h a t  the  number of 
farmers given loans is  comparatively sml l  it must be recognized t h a t  
these  i n s t i t u t i o n s ,  p a r t i c u l a r l y  t h e  Corporation, had t o  t a k e  t h e  
time necessary t o  develop r u l e s  and procedures i n  a f i e l d  where t h e r e  
was very l i t t l e  experience. Also t r a i n e d  people were not avail-able 
f0.r t h e  work of analyzing and handling of .loans t o  farmers a n d  it has 
been necessary t o  t r a i n  men f o r  p a r t i c u l a r  jc.rs involving o f f i c e  work 
and f i e l d  work. Furthermore the  secur i ty  requirements f o r  loans 
es tabl ished under t h e  law were d i f f i c u l t  to  fu l f i l l .  Since  genera1l.y 
crops could not be mortgaged it xas necessaxy t o  r e l y  primari ly on a 
r e a l  e s t a t e  mortgage. Here d i f f i c u l t i e s  were enmuntered i n  es tabl ish-  
i n g  t h e  5 i t l e  t o  land and securing evidence t h a t  t h e  land was not  
incumbered. Also delays i n  recording of mortgages were experienced 
which slowed loan closing. . . ,  . i 



During t h e  pas t  year  considerable progress was made by both 
i n s t i t ~ t i o n s  i n  reaching farmers needing c r e d i t  and i n  speeding np t h e  
c los ing  of loans. Piany inspec to r s  have been t r a ined  anc loca ted  where 
they  can contact  people i n  t h e  v i l l a g e s  and t,ake a:ipl.ications f o r  
loans and make necessary inspection:i of theapp l - i can t  and h i s  fann,  
Nortgages o n f a r m  r e a l  e s t a t e  ha-ze been recorded f o r  a  period of 
1.2 years  thus  rcaking it unnecessary t o  record a mortgage dach year  f o r  
seasonal  loass .  Loans under RS,~OCI/- can b e  made on personai  s u r e t y  
which has enabled some fanners  t o  obtain loans who weye not  i n  a  
pos i t ion  t o  g ive  a mortgage on larid: However tenant  farmers have not 
a s  a  r u l e  been abLe t o  obta in  c r e d i t  except i . a few cazes where t h e  
landlord  would s tand sur:ty f o r  the  loan. I n  general  Li, can b e  s a i d  
t h a t  both ins t i tu t j .ons  a r e  now "_n a pos5.tion to c i v c  imp--v-" r,v+:e: 
and can reach more f a r m r s  needing Loans f o r  farm development and 
farm operat  i.o:ns . 
Recommendatio:~ - 
1. The Agri ,zul tural  Development Finance Corporation and t h e  Agricul- 
t u r a l  Bank of Pakistan should be  merged i n t o  one i n s t i t u t i o n  f o r  
fi.nancing agr;cul ture.  The Credit  Enquiry Commissioxl i ~ n  i t s  repor t  
recommended a mergerrbut  suggested a t r a n s i t i o n  per5od which would 
d e l a y  t h e  m e r g e r f o r  a t  l e a s t  two years ,  Meanwhile 5.t  has been 
decided thc t  'the merger should b e  made and i t  would seem d e s i r a b l e  t o  
e f f e c t  t,he merger a t  t h e  e a r l i e s t  p o s s i b l e t i m e .  ..The two i n s t i t u t i o n s  
opera te  i n  d i f f e r e n t  t e r r i t o r y  and a r e  performing a l m o s t i d e n t i c a l  
s e r v i c e s  and a long de lay  i n  merging would seem unnecessary. The main 
problem i s  t o  develop a uniform system of r u l e s  oh accounting and loan 
procedure, and t h e  l e g a l  b a s i s  f o r  e s t ab l i sh ing  t h e  new i n s t i t u t i o n ,  
and t h i s  shou:Ld be  poss ib le  i n  a ma t t e r  of a  few months. 

. . .  , .  . .% 

2. The new agricul tui-al  c r e d i t  i n s t i t u t i o n  should. be  named t h e  
Agr icu l tu ra l  Bank of Pak i s t an  and should have e s s e n t i a l l y  t h e  
a u t h o r i t i e s  01: t h e  present  a g r i c u l t u r a l .  bank. The s jmples t  procedure 
i n  e s t ab l i sh ing  .$he new i n s t i t u t i o n  i s  t o  merge, t h e  Agr icul tura l  
Development Finance Corporat ion i n t o  .the Agr icul tura l  Rank of Pak i s t an  
and ?:ave t h e  Rgrri.cultura1 Rank A c t  of.1957 wi th  c e r t a i n  changas, 
become t h e  bas i c  h w  f o r  a  Cent ra l  Grxrernment a g r i c u l t u r a l  c r e d i t  
i n s t i t u t i o n .  I n  f a c t  it would seem t h a t  this a c t  has t h e  necessary 
provisions f o r  t h e  Goverment t o  e f f e c t , t h e  n-.rger s ince  i n  Chapter IV 
sec t ion  19 paragraph 11 Lhe' Agr icul tura l  Bank i s  given t h e ,  a u t h o r i t y  
of "taking over of t h e  business inc luding t h e  c a p i t a i ,  a s s e t s  and 
Aiab ih i t i e s  oi: any' other  bank or i i n m c l a l  corporamon w i ~ n  t n e  . , 

prev ious  approval of t h e  Central  Government", 

The fbll'bwing changes i n  t h e  Agr icul turn l  Bank Act of 1957 i n  
regard t o  t h e  au thor i ty  of t h e  Bank a r e  r.ecommmded and should be 
made a t  t h e  time of t h e  proposed merger, 



Chapter IV Sec t ion  19 P ~ r a g r a p h  4 ,  d e a l s  with s e c u r t t y  
of loans  and conta ins  t h e  provis ion  "Provided t h a t  
where a : l o a n  not exceeding f i v e  hun(ired rupees i n  
aggregate i s  made t o  an ind iv idua l  a g r i c u l t u r a l i s t ,  
it may be secured by a bond with one o r  more su re t i e s . "  
 his anount should be  changed t o  one thousand rupecs 
s ince  f i v e  hundred i s  i n s u f f i c i e n t  f o r  many l o m s . .  
For example t h e  purchase  of a p a i r  of bul locks w i l l  
requi re  a loan  of one thousand rupees and t h i s  i s  a 
common purpose f o r  .loans t o  farmers. . . 

Chapter I V  Sect,ion 19, Paragraph. 5 gives t h e  Bank 
au thor i ty  f o r  " the  buy ingand  supplying on c r e d i t  
of seeds, a g r i c u l t u r a l  implemmts and o t h e r  
equipment, f e r t i l i z e r s  and o the r  chemicals and 
m a t e r i a l s  used i n  a g r i c u l t u r e ,  and t h e  ac t ing  a s  .: 

agent  f o r  any organiza t ion  f o r  s a l e  of such goods".' 
This shouid b e  de le ted . f rom t h e  Act. 

It w i l l  be unwise f o r  t h e  Agr icu l tu ra l  Bank t o  
engage i n  the  buying and handling of suppl ies .  
This would involve t h e .  u se  of s t o r a g e  f a c i l i t i e s  
and present  s p e c i a l  problems f o r  t h e  management 
a s  wel l  a s  sub jec t  t h e  Bank t o  poss ib le  heavy losses .  
The farmers cooperat ive s o c i e t i e s  and. t h e  Provincia l  
Departments o f  Agr icul ture  a r e  i n  a p o s i t i o n  t o  
handle suppl ies  and it is not  necessary  t o  combine 
c r e d i t  and supply funct ions  i n  t h e  a g r i c u l t u r a l  Bank; 

It w i l l  be d e s i r a b l e  t o  g ive  the  Agrj-cultural Bank 
a u t h o r i t y  t o  make l o a n s  t o  workers i n  cot tage  
i n d u s t r i e s  i n  r u r a l  areas.  Therefore i n  Chapter I 
Sec t ion  2, Paragraph b.. t h e  term a g r i c u l t u r a l i s t '  
should be redefined t o  includes t h e s e  workers.. Miny 
f e r n  f ami l i e s  may a l s o  engage : i n  handicraf t s  and 
o the r  cot tage  indus t r i e s .  Often they  need c r e d i t  
f o r  purchase of supplies , .  end a t  p resen t  may have . . 
no access  t o  c red i t .  The Agr icu l tu ra l  Bank can b e .  ' 

, , of s e r v i c e  t o  t h e s e  people and as s i s t ,  i n  r a i s i n g  
. . t h e i r  incomes and standards of l i v ing .  : . . .  

3.. A po l i cy  should b c  e s t ab l i shed  of paying no dividends on s tock  
during t h e  e a r l y  yea r s  o f  opera t ion  i n  o rde r  t o  enable t h e  bank t o  "' 

bu i ld  adequate reserves.. I n  e f f e c t  t h i s  mems th t t h e  Central  and 
Provincia l  Governments would subs id ize  t h e  Bank t o  t h e  e x t e n t  of 
making f r e e  c a p i t a l  avai lable .  , While: cooperat ive ' s o c i e t i e s  a r e  
authorized t o  purchase shares  of,  s t o c k o f  t h e  .Bank, t h e y  s'hould not b e  
required t o  purchase stock and a r e  not l i k e l y  t o  want t o  do so 
vo lun ta r i ly .  The Agr icu l tu ra l  Bank t h e r e f o r e  w i l l  opera te  as a 



government bank wi th  most of t h e  s tock held by t h e  Cent ra l  ~overnment  
and t h e  reminder by t h e  Provinci?L Governments. Following t h e  mergec, 
on t h e  b a s i s  qf present  holdings of s tock ,  t h e  Agr icul tura l  Bank would 
have a paid up c a p i t a l  of Rs.70 m i l l i o n  with each Prov inc ia l  Government 
holding shares  of Rs.5 m i l l i o n  and t h e c e n t r a l  Government Rs.60 mi l l ion .  
Means shou1.d be found f o r  subsc r ip t ion  and papnent of add i t iona l  c n p i t n l  
a s  the  dmand f o r  loans  grows, The Bank shoul-d encourage depos i t s  by  
the  uubl ic  and should pay a r a t e  on savings depos i t s  which wi;l a t t r a c t  
savings of fai-mers and .others ,  Another source of loan flunds w i l l  be  
borrowing from t h e  S t a t e  Bank of Pakistan.  

4. The Agrici l l tural  Bank should operate on a b n s i s w h i c h  w i l l  tnable  
it t o  meet operat ing c o s t s  and c o s t s  of money, ou t  of i n t e r e s t  earnings 
on loans. Thi.s w i l l  requi re  ef f ic iency i n  opera t ion  and i n c e r e s t  r a t e s  
a t  l e v e l s  which w i l l  ~ i v e  s a t i s f a c t o r y  earnings. F.ates must b e  r a i s e d  .. 
above t h e  present  comparatively low r a t e  of 5 percent ,  Many loans  w i l l  
be  f o r  a few hundi-ed rupees t o  small farmers and these  loans  can be  
serviced only a t  A r e l a t i v e l y  high cos t  p e r  rupee of loan. The l a r g e r  
loans  w i l l  be  more p r o f i t a b l e  t o  t h e  bank and, t o  some extent  . the 
earnings on t h e s e  l a r g e r  loans  w i l l  enable t h e  bank t o  meet expenses 
of t h e  small  loans.  Careful s tudy w i l l  be necessary t o  determine t h e  
r a t e  t o  b e  charged on loans .  A r a t e  b f  8 percent  on shor t  term loans ,  
7 percent  on medium term and 6 percent  on long term would seem t o  be  a 
favorable r a t e  f o r  farmers and with t h e  Bank having a l a r g e  amount Of 
f r e e  c a p i t a l  it should be a b l e  t o  opera te  and bu i ld  f i n a n c i a l  reserves 
while charging these  r a t e s .  Long term loans  a r e  here d e f i n e d a s  l o m s  
o f  5 years  And. over ,  shor t  terms 18 months o r  l e s s  and those  between 
these  per iods  a r e  t h e  medium term loans.  . ... 

5. A spec ia l  e f f o r t  should be made by  t h e  A g r i m l t u r a l  sank t o  b r i n g  
i t s  se rv ice  c l o s e  t o  t h e  door of t h e  farmer. It w i l l  have i t s  Main 
Off ice  i n  Karachi and a P rov inc ia l  Of f i ce  i n  Lahore and a r o t h e r  i n  
Dacca. These, o f f i c e s  w i l l  be p r imar i ly  f o r  supervision and genera l  
adminis t ra t ion .  The loans  w i l l  be  made through t h e  branches wi th  i 
r ep resen ta t ives  of t h e s e  branches loca ted  i n  each t e h s i l  o r  thana. 
These r ep resen ta t ives  should t o u r  t h e  v i l l a g e s  t o  acquaint  t h e  farmers 
with t h e  se rv ice  of t h e  bank, t a k e  appl ica t ions ,  make necessary . . 

inves t ig ; i t ions  and a s s i s t  i n  t h e  disbursem6nt of loans.  While many 
ir i i rest igators  a r e  now working i n  t h e  f i e l d ,  more w i l l  be needed $0 

expand t h e  scope-of operat ions.  A l a r g e  t a s k  of t rainxng .men. Yor 
these  pos i t ions  f aces  t h e  bank b u t  a l r eady  i s u o s t a n t i d  :progress has 
been made. i n  organizing t r a i n i n g  ac t ivLt ieg .  Seriricing of 'sina1l:loans 
t o  farmers 5s expensive and a s  coopera t ive . . soc ic t ies  a r e  f o r c d  loans  
t o  these  copperat ives can b e  made which i n : t u r n  would make t h e  shor t  
term and medim term loans t o  farmers. T h e r e f o r e a s  time goes on it 
would be' expec.ted t h a t  a l f i rqer  psoport ion of t h e  loans  by t h e  
Agr icu l tu ra l  Bank would be long term farm r e a l  e s t a t e  goans and ' loans  
f o r  a g r i b l t u r a l  m&ke'cing f a c i l i t i e s  with t h e  coo&xa$ive s o c i e t i e s  
picking up t h e  r e s p o n s i b i l i t i e s  f o r  shor t  term and medium term 
financing.  ' ' 



6.  The e n t i r e  prograwof  l o m s  by  t h e  Agr icul tura l  Bank. should b e  
d i r ec ted  towclrd t h e  development 2nd improvement of agri .cul ture i n  

,Pakistan. Lo<?ns should b e  f o r  productive purposes-and made' on such a 
b a s i s  t h a t  payment would be expected when t h e  loan  i s  due. Since t h e  
Bank must p r o t e c t  i t s  f i n a n c i a l  pos i t ion  i f  it i s  t o  f inance  f,?m.ers 
over the  years  2nd. expand i t s  operat ions,  loans must be confined t o  
farmers ?nd organiza t ions  hzving a sound bas i s  f o r  c r e d i t .  Fnrnzrs 
r ece iv ing  loans  the re fo re  w i l l  b e ' t h e  l a r g e r  fsrm opera tors '  and s m n l l  
and medium s i z e  falniers who own t h e i r  land. The r e d  e s t a t e  mortgage 
would be the  ~ e c u ~ t y  of a l l  long tsrm loans  ; ~ r  purchase m 6  improve- 
ment of farm r e a l  e s t a t e . .  On shor t  and medium term l.oans, now o f t e n  
secured by re21 estat,e mortgages, crop mortgages ,-nd m o r t ~ a g o s  .on 
l ives tock  and equipment m y  be  prefcrabl.e,  and l a m  shou3.d be zpproved 
which would pzrmit such mortgages. Loms t o  t e m n t  f ~ r r n e r s  might be  
made with ti le s u r e t y o f  -the landlord o r  another  person. i n  t h e  cnse of 
all loans t h e  p r o d u c t i v i t y  o f  t h e  farming e n t e r p r i s e  should b e  t h e  
primary b a s i s  f o r  t h e  amount of t h e  l o a n  r a t h e r  than  t h e  market va lue  
of t h e  c o l l a t e r a l  s ecur i ty .  

, , 

Agr icu l tu ra l  Cooperative Credi t  S o c i e t i e s  

The cooperzt ive movement had i t s  o r i g i n  wi th  l e g i s l a t i o n  passed 
i n  1904, providing f o r  r e g i s t r a t i o n  and s u p e r v i s i o n o f  l o c a l  c r e d i t  
s o c i e t i e s .  The movement grew slowly a t  f i r s t  b u t  by 1930 t h e r e  were 
seve ra l thousand  s m a l l  v i l l a g e  c r e d i t  s o c i e t i e s  i n  operation.. The 
low p r i c e s  of farm products i n  depression of t h e  t h i r t i e s  gave t h e  
movement a  s e t  back nndmsny s o c i e t i e s  f a i l e d .  They were f u r t h e r  
weakened a t  p a r t i t i o n  when many persons who had been l eade r s  i n  
s o c i e t i e s  migrated. 

The fol lowing t a b l e  based upon. f i ~ + r e s  of t h e  R e g i s t r a r  of . ' ' 

Cooperative S o c i e t i e s ,  shows t h e  number of s o c i e t i e s  i n  East  Pakistan,  
their.mev.bership and loans  made f o r  t h e  year  1949-50 and 1957-58. 

Agr icu l tu ra l  Cooperative Credi t  S o o i e t i e s  East  Pakistan 

1 Number of S o c i e t i e s  - Membership Loans made' to. . individ-  I u a l s  during year  
Multi- . Primas-  Kult i -  Primary ! ,firpose , h m o s e  . , ,  ; 
-------- 

285,960 

529827 

--------- 

-------- ------------- ---------- 

410,940 

- 46226 

-------- 

Rs.  7,310;OOO R s .  9,370,000 

Rs.15,630,000 ~s.2,160,000 
. . 

------------- ---------- 



. . 

During t h e  pas t  decade severpl  thousand primary s o c i e t i e s  which 
were s p e c i d i z e d  c r e d i t  s o c i e t i e s  have f?,iled m d  have been l iqu ida ted .  
Of . . those i n  exis tance  many a r e  weak o r  inactdive. Severa l  new mult5.- 
purpose s o c i e t i c s  have been organized bu t  only a few of these  a r e  . 
a c t i v e ,  The s o c i e t i e s  hnve only a small v o l m e  of l a m s  aind a t  present  
a r e  not an important source of c r e d i t  f o r  farmers. 

k s i m i l a r  t a b l e  f o r  West Pakistan follows: 

Agr icu l tu ra l  Cooperative Credit  Sac : ty Mest T:!kist,,an 
>---- ---- 

i Number of S o c i e t i e s  Nembership ] , ~ o a r ~ ~  made t o  individ- 
Year ,- I- -. *-.--.-. ,.uals d u r i n g  ----".- year  

Limited Unlimited? :=Lt& Unh.Lwl/ &ha$ I-- . ' l lnlimited -------- 2 - 4  1 

1yi+y-50 1 53 1 9,003 1 20426 / 232271 / R s .  73,832,000 Rs. &3,666,000 i 
I n  West Pakis tan  t h e  s o c i e t i e s  show a growth i n  membership m d  i n  

volume of loans  but  many of these  a r e  i n  weak f i n a n c i a l  p o s i t i o n  and 
not  very  a c t i v e .  Others h m e  done quj.te we l l  i n  providing c r e d i t  t o  
members. i n  t h e  v i l l a g e s  served. 

On t h e  who1.e the  cooperative movemmt among farmers i n  Pakis tan  
has not been a success,  Only a comparatively small proport ion of t h e  
farmers have become members. Also, s ince  t h e  farmers gene ra l ly  a r e  
i l l i t e r a t e  they have f a i l e d  t o  understand t h e  s o c i e t i e s  and t h e i r  own 
r e s p o n s i b i l i t i e s  i n  making them succeed. Management o f t cn  has  been 
weak and has not  managed t h e  soc ie ty  i n  a bus iness l ike  manner. However 
cooperat ive s o c i e t i e s  i f  proper ly  organized and managed can succeed arid 
p lay  a leading  r o l e  i n  providing c r e d i t  and o t h e r  se rv ices  t o  farmers. 
With t h i s  i n  mirid t h e  following recommendations a r e  made f o r  a 
cooperat ive program .among farmers i n  Pakis tan* . . 

Multipurpose Coopirat ive S o c i e t i e s  

It i s  r&orhended t h a t  over a pciriod of ;.. , a r s  f a r m e r s  multipurpose 
cooperat ive soc:ieties be  organized a t  key po in t s  throughout t h e  country. 
Such a s o c i , e t y  should provide f a r m s u p p l i e s  such a s  f e r t i l i z e r ,  improved 
seeds, spray ma te r i a l s ,  t o o l s  and implesnents, and market t h e  crops and 
o ther  products  produced on the  farms of t h e  members, I n  add i t ion  t h e  
s o c i e t y  shou!.d make s h o r t  term c r e d i t  ava i l ab le  t o  mmbers t o  meet t h e  
seasonal needs i n  farming and medium term c r e d i t  f o r  purposes such a s  
t h e  purchase of l i v e s t o c k  and equipment, 



The multipurpose s o c i e t y  i s  a l o g i c a l  approach t o  t h e  s o l u t i o n  of 
many problems of farming. The farmer needs cert,;.'.n suppl ies  t o  
inc reese  production and h i s  soc ie ty  can handle 2nd s e l l  them a t  a f s i r  . 
pr ice .  To pxrchase' t he  i u p p l i i s  he m2y need c r e d i t  nnci <fie s o c i e t y  can 
g ive  hirn a ioan  and advance it i n  suppl ies  thus  maintaining t h e  c.on-tzol 
of loan  proceeds t o  assure  the use  of funds f o r  the  purposes intended. 
The f-.m.er needs a s s i s t a n c e  i n  marketing h i s  crops 2nd o t h e r  farm 
products and t h e  soc ie ty  would market these  and t r y  t o  ob ta in  fkvourable 
p r i ces .  Also t h e  1.oan can be deducted from t h e  proceeds of t h e  s a l e  of 
c-ops, which shou1.d c s su re  co!.lectj.on of t h e  money due f r o n  members 
rece iv ing  lozns ,  I n  orgenizing t h e  mu1tipurpc;;e socict:ies c e r t n i n  
fundament, 2 1  p r i n c i p a l s  must be  observed, These <?.re out l inod below: 

1. Capable ' f u l l .  time management i s  abso lu te ly  e s s e n t i a l .  . . .  h 
business t h a t  includes har,dS.ng. supplies, 'm.2king loans 
and marketing f.im products i s  not. easy t o  manage. The . . 
managermust understand t h e  p r a c t i c a l  problems of farmers, 
have a knowledge of accounting.a.nd business p r a c t i c e s  and 
be zb le  t o  dw.1 success fu l ly  with people and g ive  
t echn ica l  advice t o  farmers, Since q u a l i f i e d  persons a r e  
scErce, i n  most cases it w i l l  be  necessary t o  t r a i n  men 
f o r  t h e  p o s i t i o n s  a s  menzgers. Such t r a i n i n g  may requi re  . . 
a gea r  2nd should b e a  r e s p o n s i b i l i t y  of t h e  Reg i s t r z r  of 
Cooperativtis. Also t o  obt;in t h e  f u l l  time se rv ices  of a .  . 
capable man i t  w i l l  be  necessary t o  pay an adeaunte s a l a r y ,  
a s a l a r y  which w i l l  make t h e  manager f e e l  t h z t  he has a 
good pos i t ion ,  one wkich he w i l l  s t r i v e  t o  hcld over a 
long period of years  by good uerfoimance i n  h i s  work. 

. . 
2. Organization of t h e  cooperat ive i rul t ipurpose soc ie ' t ies .  

should proceed slowly and each s o c i e t y  must be e s t ab l i shed  
with a t e r r i t o r y  which w i l l  assure  a s u f f i c i e n t  volime of 
bus iness  f o r  e f f i .c ient  oper::tion. It i s  l i k e l y .  t h a t  a 
. t e h s i l  o r  than?  would be a logi.cal a rea  and t h e  u l t ima te  
goal  would be t o  have one s o c i e t y  i n  each such u n i t  loca ted  
a t  a c e n t r a l  town which i s  a marketing center .  However 
a r e f u l  s tudy must be nade of t h e  a r e s s  and no. soc ie ty  
should be o r g a i z e d  un les s  t h e r e  i s  a p>ospeci f o r  i ' v o l u m e  .. 

of business which w i l l  provide s u f f i c i e n t  earnings t o  
employ a competent manager, Also i f  t h e  soc ie ty  i s  t o  

, , 

provide a favorable  rnerket f o r  farm products  of members . . .  , .. . . 
it must be assured of a s u f f i c i e n t  volume of t h e s e  products  
t o  e s t a b l i s h  good o u t l e t s  f o r  q u a l i t y  products.  I n  t h e  ' . ' 

p a s t  t h e  grave e r r o r  has been made of going out  and 
. .orga.ni&lg a. l a r g e  number of s o c i e t i e s  indiscr iminate ly  

without  giving t h e  a s s i s t ance  necessary t o  assure  success.' 
Since good management i s  perhaps t h e  most iinportant f a c t o r  

i n  success of cooperat ives,  no m l t i p u r p o s e  soc ie ty  should 
b e  organized u n t i l  plans h,?ve been made t o  make a t r a i n e d  
person a v a i l a b l e  a s  manager. 



I n  orgrinizintg s o c i e t y ,  meetings should b e  held i n  the  
v i l l a g e s  t o  acquaint  farmers with t h e  plans and ga in  t h e i r  
support;. It w i l l  be des:Lmble. t o  have a ioan  co;nmit.Lee of 
t h r e e  member i'n each v i l l a g e ,  This cormit tee would approve 
ezch 'applicc?tj.on f o r  l o a n s  of mmhers i n  t h e  v i l l a g e  b e f o x  
passing it on t o  the s o c i e t y  f o r  f i n a l  apprcval  and 
disbursement, Inspectors  df t h e  s o c i e t y  a l s o  would naiie 
necess;:ry inves t iga t ions  of t h e  appl.ican-t and kis f a m .  
Irhe vnr5ous sec t ions  of the  t ,err i - tory should bc  represented 
by a d i r e c t o r  on t h e  board of d i r e c t o r s  .i' t h e  soc ie ty  and 
f o r  t h i s  purpose ,a divi.sion accoi-djng Union Council a rea  
may be  des i rable .  

3.  The multipurpose s o c i e t y  w i l l  r equ i re  a warehouse and ofi ' ice 
and o t h e r  phys ica l  f a c i l i t i e s  depending upon t h e  crop 
handlwl. The Agr icul tura l  Bank of P a k i ~ t a n  and t h e  
Coopera.tive Banks should b e  i n  a pos i t ion  t o  make long 
term loans t o  enable the  s o c i e t i e s  t o  cons t ruc t  o r  pnrchase 
these  f a c i l i t i e s .  Loens f o r  opera t ions  inc luding funds 
f o r  sea:$onal loans  t o  farmer members w i l l  be required,  I n  
ezch soc ie ty  a sepa ra te  loan  department with sepa ra te  
accounting should be  e s t ab l i shed  f o r  loans t o  fanners .  
Funds borrowed f o r  loans t o  mmbers would be  held i n  t h i s  
department and not  t i e d  up i n  t h e  f inancing  of marketing 
o r  purchase of suppl ies .  Members must be  encouraged t o  
acquire s tock  i n  t h e  s o c i e t y .  Those obta in ing  loans should 
hold s tock  e q a l  t o  a t  least t e n  percent of t h e  loan  and 
t h i s  amount j.f necessary might be  withhe1.d from t h e  proceeds 
of the  f irst  loan  obtained by t h e  member and used f o r  t h e  
purchase of s tock .  

l+. The Reg i s t r z r  of Cooperative S o c i e t i e s  i n  each of t h e  . . .  , 

Provinces i s  responsible f o r  t h e  organiza t ion  and supervison 
of t h e  s o c i e t i e s  and should. t ake  t h e  l eade r sh ip  i n  t r a i n i n g  
men f o r  w r k  a s  inspec to r s  and f o r  o t h e r  posi- 
t i o n s .  The o f f i c e  of t h e  R e g i s t m r  must be  adequately 
financed t o  do ' t h i s  job, Persons i n  t h i s  o f f i c e  should 
have c a r t e r ,  pos i t ions  and'be a b l e  t o  devote t h e i r  e f f o r t s  
over the yea r s  t o  developlng and impro~ring ~:ooperat,ive 
s o c i e t i e s  f o r  rurcal people ,  This o f f i c e  should be given 
funds t o  pay expenses of men while tak ing  t r ~ i n i n g  courses ,  
Also i f  funds c;n be  ~ncde dva i i ab le  i-i wouia be n e s l r a o l e  
f o r  t h i s  o f f i c e  t o  pq-  t h e  sal.ary o f  t h e  manager f o r  t h e  . . .  
first two years  of t h e  opera t ion  o f  t h e  s o c i e t g a s  added 
f i n a n c i a l  a s s i s t ance  . i n  developing marketing and wed- i t  
s e rv ices  f o r ,  farmers, 

. . 



Trzining of person:nel f o r  pos i t ions  in cooperat ives 
would be handled pr imar i ly  by t h e  Cooperative Training 
I n s t i t u t e s  which have bzen &?bl ished,  one i n  each Province 
under t h e  general  supervis ion  of t h e  Regis t rar .  These m e  
now iocated near  Lahore i n  :;Test Pa.kist,an and C a c c ~  i n  East  
Pakis tan  but, plans e r e  under cons idera t ion  f o r  rnovj.ng t h e  
I n s t i t u t e s  t o  m.orc d i s t ~ n t  p o i ~ , t s ,  I n  t h i s  connection it 
should be pointed out t h a t  it, i s  deeimi-1.e t o  h m e  cooper- 
a t i y e  I n s t i t u t e s  lowt i id  near  c i t i c x  !~ilre h h o r c  and. Dacca 
:nihisi? i t  i s  possih1.f; t o  d r a ;  upon l o c ~ l  ??of essi.one1 and 
o t h e r  t d e n t  f o r  t h c  fncu1t.r. I n  $dd?.t,ion t o  . small f u l l  
t i n e  ?acui ty  tbi. servicesof  o ther  persona should be obtztned 
on ,? p a r t  time b a s i s .  When thee institutes ?re loczted i n  
o r  nezr  ln rgc  cen te r s  it i s  noss ib le  t o  drm? upon l o c d  
pro-i 'essionel c ~ d  business men t o  t e a c h  courses and l e c t u r e  
i n  f i e l d s  such 2,s accounting, law, business rn?nagmpnt, 
banking and agricul t ,ure.  This oppor tuni ty  t o  use  experienced 
men i s  e s s e n t i a l  t o  adequate t r a i n i n g  i n  msnagement of 
cooperat ive Soc ie t i e s .  

The Regis t rar  would organize,  c h a r t e r  and supervise t h e  
multipurpose soc ie t i e s .  I n  some cases t h i s  would involve 
reorganiza t ion  o r  merger of e x i s t i n g  socie t ies ,  i n .  o t h e r  , .  

casas ,organiza t ion  of e n t i r e l y  new s o c i e t i - s .  I n  those  
cases where t'ne s o c i e t y  i s  financed by loans  from t h e  
Agr icul tura l  Bank o r  cooperat ive banks, t hese  i n s t i t u t i o n s  
should a l so  p a r t i c i p a t e  i n  t h e  supe rn i s i  on of t h e  soc ie ty .  
The R e g i s t r a r  i s  respoflsible f o r  r e g u l a r  a u d i t s  of t h e  
s o c i e t y  and t h e s e  r e p o r t s  would be used by the  Benks, 
supplemented by such e ~ a m i n ~ t i o n s  a s  they would wish t o  
ma ke. 

5.  The cooperat ive s o c i e t i e s  should b e  organized on t h e  b a s i s  
of l imi t ed  l i a b i l i t y  of mmbers. I n  former ysa r s  most 
s o c i e t i e s  were organized. 2s u n l i r i t e d  l i a b i l i t y  s o c i e t i e s .  
When..the s o c i e t i e s  go t  i n t o  f i n a n c i z l  d i f f i c u l t i e s  because 
some members did not pay loans  t h e  l o y a l  a.nd t h r i f t y  
nem.bers were c a l l e d  upon f o r  pqment .  The unlimited 
l i a b i l i t y  p r i n c i p d  has become very unpomla r  a,nd it w i l l .  
be d i f f i c u l t  t o  ob ta in  t h e  support of farmers. f o r  new 
s o c i e t i e s  un les s  these  a r e  organized on t h c  b a s i s  of 
l imi t ed  l i a b i l i t y .  

Vi l lage  Cooperative Credi t  Soc i t t i c s .  

While vany v i l l a g e  cooperat ive c r e d i t  s o c i e t i e s  f?i . led,  some a r e  
i n  exist2nce and performing a use fu l  se rv ice  'for t h e  roembers. Essenti-  
a l l y  t h e  v i l l a g e  s o c i e t y  i s  a means of pooling t h e  savings of people i n  
t h e  v i l l a g e  m d  making t h e  funds ava i l ab le  f o r  loans t o  members. Members 
use  savings t o  purchase s t o c k  i n  t h e  soc ie ty .  Usually t h e  a f f a i r s  a r e  
handled by a sec re t a ry  who keemthe  records m d  advances and c o l l e c t s  
loans. 



It i s  recommended t h a t  e f f o r t s  he msde t o  i n c r e m e  t h e  number of 
cffect ivi :  v i l l : q y  c r c d i t  s o c i e t i e s .  Th~ejr i w d d  speci;i l iza i n  c r e d i t  t o  
rkmbcrs ,and would supplement t h e  nu l t ipu rpose  societ,:~. The s o c i e t i e s  
should be  organi7,ed a s  lirr,it-.cd 1.i::bj.lity s o c i c - t i e s  .i;j.th a  menberls  
l i a b i l i t y  l i x i t c d  t o  h i s  obm Loaris, loans  on whj.ch he i s  s u r e t : ~  f o r  
o the r s  and h is  , ~ h ? r e s  of capj.t,al stock. S e c r e t ~ z i e s  w i l l  b e  p a r t  t i n e  

. . 
::m$loyws anti should be pcid a  sma l l  s a l a r y  f o r  t h e i r  s e rv ices .  

I n  Paltist<m cooperat ive b:mks heve been an imnporthnt p a t  of  t h e  
cooperzt ive s t ruc tu re .  The primary s o c i c t i c s  j.n 2. g i~re r~ .  a.rea uni ted  t o  
form a c c n t r a i  cooperat ive bank and purchasi:d tht? s t o c k  of t h i s  b2nk. 
The con t ra l  coopi?rative bznks i n  turn i n  a  prov'nce unitdd t o  form a 
p r o v i n c i d  o r  what may be re fer red  t o  as an apex coopi.r?.tive bank. with 
t h e  s tock  he ld  by t h e  cent re1  cooperat ive banks. The provinc i .d  banks 
make loans  t o  t h e  c e n t r a l  benks which i n  t u r n  make loans  t o  t h e i r  
primary soc i€ : t i e s .  

I n  Eas t  Pakis tan  t h e r e  i s  one p rov inc ia l  cooperat ive bank and 
~ .pproximate ly  60 c e n t r a l  cooperi?tive banks which would be  considered 
a c t i v e .  These banks on t h e  whole have r e l a t i v e l y  s m n l l  f i n n n c i a l  
resources  and some a r e i n  a v e r y  weak pos i t ion .  

. . 
I n  a e s t  Pakistan t h e r e  a r e  th ree  p rov inc ia l  banks. Some c e n t r a l  

cooperat ive banks have become branches of a  p r o v i n c i a l  bank bu t  i.n . 
p a r t  of t h e  reg ion  t h e  c e n t r a l  cooperat ive banlts func t ion  2s independent 
i n s t i t u t i o n s .  The cooperat ive banlts i n  West Pakis tan  have f a i r l y  l a r g e  
resources and a r e i m p o r t a n t  i n  f inancing  ind iv idua l s  a s  w e l l  a s  

. . 
coopers t ive  s o c i e t i e s .  Also i:ndj:vidual.s O.W. s t ock  i n  some coopcrat ive 
banks. While m&y cooperat ive banks a r c  s t rong f i n a x i a l l y  and a c t i v e ,  
some :ireweak ~. and have only a. cbmqxratively smal l  volume of bus iness .  

. . 

The Creciit Enquiry C o ~ . i s s i o n  h a s  made a f u l l  and ,carefu l  s tudy 
of cooperat ive banks :ad a s  a  r e s u l t  of t h i s  s tudy has ma.de s e v e r a l  
recommendations f o r  r e o r g c n i z a t i o n  of  t h e s e  b m k s  ,?nd f o r  improving 
t h e i r  operati.ons. 11.t: recommends th::t  so lvcnt  c e n t r a l  coopcrat ive banks 
be merged with. t h e  apex cooperat ive hanks and opera te  a s  branches of 
t h e  apex banks. The p resen t  apex b m k s  i n  "!ect Pakis tan  would continue 
and an add i t iona l  apex bank would be organi?,eti i n  Eas t  Pak i s t an  so t h a t  
t h e r e  would be  two apex banks i n  t h a t  province. I n d i v i d u d s  would be 
removed frommerr.bership ' in  t h e  coopsrc t ivc  hrn!is ;:ad i n  ti.nie a l l  
lending would be r e s t r i c t e d  t o  loans  t o  cooperat ive s o c i e t i e s .  Also 
t h e  r eo rgmized  apex banks would h s  dec lered  scheduled banks 2nd placed 
under t h e  con t ro l  of t h e  Stahe 3ank of Pakis tan  i n s t e a d  of be ing  under  
con t ro l  of t h e  Reg i s t r a r  of  Cooperatives. Furthermore, it i s  recommended 
t h a t  a  Rural  and Coopera t iveCred i t  Comit,tee w i t t i  t h e  Governor of t h e  
S t a t e  Bank of Pakistan as  chairman be o rgmized  t o  serve  i n  2. consul t ing  
and coordina t ing  capaci ty .  Other members of t h e  committee would b e  t h e  
Reg i s t r a r s  of  Cooperatives i n  t h e  two provinces,  t h e  chief  execut ives  



o f  apex cooperat ive hanks, t h e  Agr;cult,ural Hank and t h e  Agr icul tura l  
Development Finance Corporatior and t h e  Cooperati-ve and Xnrketing 
1,dvisor of t h e  Goverrment of Psk i s t ln .  

AdequAte md  sound financinr: of f ~ r m e r s  coopr?. t i i ie  s o c i e t i e s  i s  
vit:?.l t o  t h e  d e v e l o c ~ e n t  and irnprovenent of co0l;er::tive s o c i e t i e s  and 
t h e  Credit  Enquiry Cor;.m:i.ssion had t h i s  i n  mind i n  making i t s  re.om.i&nd- 
a t ions .  However, objec t ions  h ? m  been voiced of these  recom~end;~t ions ,  
most of t h e s e  objec t ions  app?,rently coning from off i .c id .s  of t h e  
centx2.l cooperat ive bmks,  whLo ? r e f e r  t h a t  thi: b n k s  m?int,al.n t h e i r  
present  s t a t u s ,  and from l m d e r s  of t h e  cooperat ive novement who a r e  
bea r fu l  of con t ro l  by the  S t a t e  Bank of Pakist,nn. 

I n  view of the  objec t ions  which hpve bccn rwdc t o  t h e  re~ommenda~ 
t i b n s  f o r  rcorganiz.?tion of coop?r,?ti.ve banks t h i s  problem w i l l  
undoubtedly rece ive  considerable a t t e n t i o n .  A s  a  poss ib le  and p a r t i d  
a l t e r n a t i v e  t o  these  recommendations the  fol lowing suggest ions a r e  
made f o r  cons iderz t ion  i n  dea l ing  with t h i s  proble~. .  

1. Careful  ex;.min-tion of a l l  c e n t r a l  cooper.ative banks would. 
be made by a team of e x m i n e r s  represent ing  t h e  S t a t e  Fknk 
of Pakis ten  and t h e  Reg i s t r a r  of Cooperatives. Banks found 
t o  be insolvent  should be  placed i n  l iqu ida t ion .  

2. Solvent c e n t r a l  cooperat ive bankswould be  given t h e  
oppor tuni ty  of merging with t h e a p e x  cooperat ive bank i n  
t h e i r  t e r r i t o r y  and t h e r e a f t e r  operat ing a s  branches, o r  
of reorganizing a s  c o m e r c i n l  bsnks i n  which c a s e - t h e  
capital  s t o c k  held by primary s o c i e t i e s  would be r e t i r e d  . 

a n d  paid f o r  a t  a  f a i r  m.arket value. There a r e  some c e n t r a l  
. cooperat ive banks t h a t  hove i n d i v i i u a l s  a s  holders  of p a r t  

of the  s t o c k  and mdke a subs t , an t id  p z r t  of t h e i r  lams t o  
indiv iduals .  Since they a l s o  accept  depos i t s  from t h e  

- public ,  f o r  a l l  p r a c t i c e 1  purposes they  funct ion  a s  a  
c o m e r i i a l  bank. I n  reorganizing a s  a  commercial, benk they 
would come under t h e  supervis ion  of the  S t 2 t e  Bank of 
Pakistan.  

3. The apex Cooperative banks would funct ior ,  exc lus ive ly  f o r  
t h e  purpose of f inancing cooperr t ive  societ j -es .  The stock 
would be held by t h e  primary s o c i e t i e s  2nd. not, by individ-  
ua l s . and  loans by t h e  apex biaks would be  r e s t r i c t e d  t o  
loans t o  t h e  societj .es.  The banks 'would r e t a i n  t h e i r  
a u t h o r i t y  t o  accept depos i t s  from t h e  publ ic  bu t  would be  
required t o  hold a  portior;. of thei.r  a s s e t s  i n  goverment  
bonds t o  provide t h e  l i q u i d i t y  necessary f o r  meetj.ng demands 
of t h e  depos i tors .  



4. ' The:api:x cooper ,?t ivc b:!nks wduld oprirate through brnnch 
offTces.  Tile e f f e c t  of t h e  reorg;..nization would 56  t o  
provide! a small  nunbir of apex banks wl.th $ubsten%?:?l 
resources t o  f inance  cooperat.ivc: s o c i e t i e s .  Op&rntin,< 
t,hrough brrnches should i n c r w s e  e f f i c i e n c y  2nd stand- 
a r d i z e  lending procedures. h c h  branch would h,ave a 
&?nager- and  a l o c a l  ?dvisory.boar.d of mor select$ci by 
t h e  a p i x  bank frorr. nominations m d c  by t h e  s o c i e t i o s  
i n  t h e  r r c a  senred by t h e  b r ~ n c h :  

5. Supervision 2nd a u d i t  of tile apex cooperct ive b m k s  would 
be t h e  r e s p o n s i b i l i t y  of t h e  Reg i s t r a r  o f  Coopwnt,ives i-n 
t h e  prcvince where t h e  bnnk i s  l o c r t e d .  However t h e  Skate 
Eank ofPr ik is t rm should have one man a s  ? d i r e c t o r  on t h c  
boxrtl of d i r e c t o r s  of esch apex bmk.  Al:so npoxbnnks . :  ..... , .  .. , 

would 'w: e l i g i b l e  f o r  loans  from t h e  S t a t e  Bank and i f  a 
Loan i s  appl ied  f o r  o r  i n  f o r c e  t h e  S t a t e  Bank should 

"have t"re , au tho r i ty  t o  such examinations o f .  t h e  
a c t i v i t i e s  of t h e  apex bank a s  it may deem necessary. . 

Leaving t h e  supervis ion  of cooperr t ive  banks a s  a respon- 
s i b i l i t j .  . . of t h e  R e g i s t r a r  h i s  t h e  advaht;.ge of  maintaining, 
superv is ion  i n  t h e  hands, of an o f f i c e  concerned with t h e  
problems of  coopera t ives  a n d  interest 'ed i n  t h e  development 
and improvement o f  cqopera t ive  s o c i e t i e s .  k t  t h e  same 

:. , time by be ing  represented  on t h e  b o a r d , . t h e  S t a t e  Rmk of 
Pakis tan  would keep informed on a c t i v i t i e s  and h m e  an 
oppor tuni ty  t o  in f luence  pol icy  qnd keep t h e  a c t i & t i e s  i n  
l i n e  wikh t h e  gene ra l  c r e d i t  p o l i c i e s  of t h e  government. 

. . :  , 

6. While s tock '  of  t h e  apex  Cooperative baks would be held by 
t h e  pri:mary s o c i e t i o s  t h e  Government of Psk i s t sn  and t h e  

. . . . Prov inc ia l  Governrents should a l s o  bc m t h o r i z e d  t o  
subscribe f o r  s tock.  This i s  one rrems o f : p l a c i n g  t h e  

f i n i z i c i a l  support  of t h e  government back of t h e  . coop&rntive . 
. . 

i n s t i t a t i o n s  a s  a n  a i d  t o  :farmers. . . 
. . . . 

Governmnt. Credi t  f o r  Farmer:; . . 

The Prov inc ia l  Goverments  through :thej.r  %venue Depar t ien ts  have 
inside lbans  t o  farriers over  a long pe r iod  of years .  I n  West F ? k i s t m  
t h e s e  locns  ,are known a s  tacc<?vi l oans  ,?nd i n  Eas t  P a k i s t a n  as  
a.gricul.tur;ll loans.  The loans s t a r t e d  :.,s a me:ms of a s s i s t i n g  persons 
j n  d j - s t r e s s  idue t o  f loods  and o t h e r  d i s a s t e r s  but  5 t e r  were expanded 
t o  f inance  a g r i c u l t u r a l  improvements inc luding  t h e  cons tn i c t ion  of  
we l l s ,  i r r i g a t i o n  and dminage ,  ~ n d  f o r  o t h e r  agr icu3 ,ura l  purposes. 
The io,uls .are handled by t h e  Revenue  department,^ and become ,? s t a t u t o r y  
ch;.rge a g a i n s t  t h e  lpnd without  a mortgage.. I n  som cases  e s u r e t y ' s  
s igna tu re '  i s  required t o  o b t a i n  a loan. I n t e r e s t  i s  charged a$ 'a r a t e s  



ranging usua l ly  from 4& t o  6; percent.  The term of t h e  lonn v a r i e s  with 
t h e  purpose, k i t h  loans made f o r  t e r n s  up t o  1 0  yea r s  f o r  ~ d l s  ,and ' 

othor land improvements. M?ny new s e t t l e r s  on land have been helped 
by t h i s  soumce of c r e d i t ,  Col lec t ions  seem t o  have been o r l y  no2eratei.y 
s a t i s f a c t o r y .  

It would seem desir,?ble f o r  t h i s  source of credj.t through t h e  
Raverm Departments t o  be  continued p a r t i c u l a r l y  t o  he lp  fwmers  i n  
d i s t r e s s  due t o  f l o o d s  o r  o the r  d i s a s t e r s .  However a s  t h e  iigricultural.  
Bank expands i t s  a c t i v i t i e s  and farmers coope; t:.ve s o c i e t i e s  become 
:~.vailabl.e t h e  ProvinciaJ. Govem.rnents coul~d gradually wi.thdraw Cron t h i s  
ty?e of lending t o  farmers, except f o r  t h e  loans  t o  meetemergency . 

s i t u a t i o n s .  

k Proposal f o r  Supervised Credit  

I n  t h e  d iscuss ion ,p lnns  f o r  increas ing  lending t o  farmers 
by an  Agr icu l tu ra l  Bank and by farmers cooperat ive societ, ies havebeen 
considered. But it w i l l  t ake  a long time before  t h e  b m k  can reach  ou t  
and f inance  a .large number of fkrm&rs and they  w i l l  be  t h e  farmers wi th  
r easonab ly , l a rge  resources. S i m i l a r l y  i t  w i l l  t a k e  seve ra l  years  before  
many s t r o n g  mult,ipurpose cooperat ive s o c i e t i e s  w i l l  b e  funct ioning  t o  
help farmers needing c red i t "  Meanwhile, Pakistan i s  faced with t h e .  
s e r ious  problem of p e a t l y '  increas ing  a g r i c u l t u r a l  pmduct ion  f o r  t h e  
purpose of becomlng s e l f - s u f f i c i e n t  i n  food. This c a l l s  f o r  increased 
production on t h e  small farms operated by t e n a n t s  and sharecropper's and 
owners of s m a l l  t r a c t s .  It is i n  t h e  f inancing of t h i s  group t h a t  
supervised c r e d i t  would be e f f e c t i v e  i n  improving farming p r a c t i c e s  
inc reas ing  production and r a i s i n g  incomes and standards of l i v i n g  of 
t h e  farm fami l ies .  Some type  of o r g s i z a t i o n  d e f i n i t e l y  i s  needed which 
would have as  i t s  s o l e  primary ob jec t ive  t h e  increas ing  of income of . 
fanners. 

Supervised c r e d i t  i s  a term used f o r  programs th8.t combine c r e d i t  
and t echn ica l  guidance f o r  low income farmers a s  a means of improving 
t h e  organiza t ion  and opera t ion  of: t h e i r  farms. The l o c a l  loen  
supervisor  has thu  r e s p o n s i b i l i t y  f o r  c los ing  and c o l l e c t i n g  t h e  loans  and 
a id ing  t h e  faimers i n  developing farm p lans  and i n  adopting improved 
techniques i n  farming. The loan i s  specifica'l1.y s e t  up t o  a l l o c a t e  
funds to' s p e c i f i c  improvements and p r a c t i c e s  t o  be  adopted by t h e  
farme?. This combination of c r e d i t  and t echn ica l  guidance has proven 
t o  be  ,m e f f e c t i v e  means of inc reas ing  production on flr7.s i n  m%ny 
countr ies .  

The ques t ion  a r i s e s  as  t o  w h a t t ~ r p e  of organiza t ion  i s  needed t o  
ca r ry  on a broad program .of supervised cnedit.  One approach would be  
t o  s e t  up i n  t h e  CentrrLt G o v e m e n t  d i r e c t l y  under t h e  Minis ter  of 
Food and Agricul ture on agency wi th  a l a r g e  revolving fund authorized 
t o  make loans  t o  farmers who do not have ot l ier  sources of credit ,  ava i lable ,  



and t o  provide men a s  loan  supervisors  capabic of g iv i rg  t e c h i c a l  
&ssist,ance t o  borrowers. Such a.n agency would have a s  i-ts ob jec t ive  t h e  
r a i s i n g  of incomes of farmers but  i t s  f i ~ n c t i o n s  would b'c l i m i t e d  t o  
making loans  %nd providi:ng technica l  assist ,ance. 

T'ne problem of r a i s i n g  incomes of t h e  s~.:!il f l m e r s  however i s  
broad,:r than j u s t  c r e d i t  and t echn ica l  a s s i s t ence .  Suppl ies  z r e  needed 
f o r  i - n c r a s i n g  p r ~ ~ u c t i o n ,  i n c l u d i y ~  f e r t i l i z e r ,  improved seeds,  s p m y  
~quipment  and ma te r i z l s ,  t o o l s ,  gene ra l  f rm equipment and  o t h e r  i tems.  
Th:! f:ilr:!er noeds help o f t e n  i n  marketing h i s  c ,  3ps t o  good advantage, 
Therefore t h e  o r ~ n n i z a t i o n  which w i l l  get, t h e  r y e a t e s t  r e s u l t s  i r ;  
i n c r m s i n g  product ion on sma l l  f,an?s, i s  one wi th  z u t h o r i t y  t o  handle 
s q d i i s  mi a s s i s t  i n  m,arketing i n  add i t ion  t o  providir,g supei.vised 
c r c d i t .  Nhzt i s  r e z l l y  required i s  a Cnntr2.l. Government Couparai;ion 
with arloquata c a p i t e l  ::nd wi th  f l e x i b i l i t y  i n  opei-,-tiarm t o  e f f e c t i v e l y  
provide t h e s e  serv ices  f o r  small  farmers and o t h e r  farmers needing 
t h i s  a s s i s t ance .  The following i s  e genera l  outl.i.ne of  a t,ype of  
organiza t ion  which n i g h t  be  uscd f o r  t h i s  purpose and a b r i e f  d iscuss ion  
of how it would funct ion .  The organiza t ion  would b e  a  Central  Government 
Corporation i,o. opera te  a s  an independent, e u t h o r i t y  i n  t h e  government 
with i t s  board of d i r e c t o r s  re?or t ing  t o  t h e  Min i s t e r  of  Food and 
Agricul ture.  

. .  . Name - Farmers Serv ice  Corporation. - 
Purpose - k corpora t ion  organized wi th  t h e  ob jec t ivk  of 
i.mprovir!g t h e  income of those farmers having onlymodes t  
resources;  p a r t i c u l a r l y  s n a i l  farmers inc luding  t e n a n t s  
and sharecroppers.  To accomplish t h i s  ob jec t ive  t h e  
corpora t ion  i s  a u t h o ~ z e d  t o  purchase,  h,.ndlc and s e l l  
supp l i e s ,  t 001s and t:quipment used on f?.rins, t o  mi.rket 
crops, 1.ivestock a ~ d  o t h e r  fan? provide loans  
t o  farmers unable t o  ob ta in  s a t i s f a c t o r y  c r e d i t  from o the r  
sources,  give t ,echnical  ,guidance t o  f a h e r s  arid engnge i.n 
o t h e r  f ~ m c t i o n s  e s s e n t i d  t o  meeting i t s  objec t ive .  

Capital  Stock - The author ized  c a p i t ~ l  s tock s h a l l  be  
Rs.200,000,000 d iv ided  i n t o  200,000 sha res  of Rs , l ,000 .  
This s tock  sh+ l  be s ibsc r ibed  and paid bv, m d  only F;y, 
t h e  Goverment of Pakis tan  i n  such m o u n t s  e s  gay  bc  
necessa ry  t o  provide funds f o r  t h e  ac t iv i . t i . e s ,  of t h e  
comorat.ion. 

Board of  D i rec to r s  - The governing body s h a l l  b e *  board 
of d i r e c t o r s  o'f . f i v e  persons .appointed by t h e  N i n i s t e r  of 
Food rind Agr icul ture  ,who s h a l l .  nami: one o f  t h e s e  persons a s  
Chairmu! and !+anaging Direc tor .  The board s h a l l  e s t a b l i s h  

t h e  pol i .c ies  of t h e  corpora t ion  and t h c  xnnagement of 



operat ions s h a l l  be  . t h e  r e s p o n s i b i l i t y  of t h e  Mannging 
 irei it or. ' The board ch;d 1 ' e w e  f u l l  t i n e  i:nd t h e  Sfanaging 
~ i r x t o r ' m a y  ds legato  t o  t h e  o ther  rembers specif5.c 
a c t i v i t i e s  f o r  which they  w i l i  assume respons ib i l i t y .  

Hea'ouarters - The haadquart,crs s h r l l  bi: ist.+hl.ished and . .--- 
maintained 5.n Karachi. 

. . 
Sr>nches_ - The prcvinces uf !d?:cet P:~iristnn :I?:! &st Pakist,".n 
sh-11 he div:~ded i n t o  d i s t r i c t s  :in& a 1-21 b r m c h  oi'fj.ce 
establ.5.shed %n c?ch & s t r i c t  with an a s s i s t ~ n t .  mnnagi:r in ... 
charge, '!$it.hin osch d i s i , r i c t  such subbr?r?ches mar he 
estab!.ishe3 as may be n e ~ d e d  t u  providc? scrv ice  t o  f ~ r m e r s  
with z. l o m  supervisor  i n  c h a r g ~ ~  , ' 

Prime rg  funct ions  

1. Providing suppl ies  - The Corpornt,ion w i l l  purcbnse t h e  
suppl ies  which a r e  e s s e n t i a l  i n  improving opera t ions  on 
farms such a s  seeds, ,  f  e r t j - l i z e r ,  spr;ly m a t e r i a l s ,  t o o l s ,  
equipment, e t c .  m d  s e l l  t h c s e  suppl ies  t o  those f a rmers  
which it i s  a s s i s t i n g .  Sa les  will. bc l imi t ed  i n  m o u n t s '  
t o  t h e  ac tua l  requirements of t h e  farmer f o r  use  on h i s  . . 
f n m .  P r i ces  charged farmers w i l l  be t h e  c o s t  of t h e  . . .. 

suppl ies  p lus  a margin f o r  s torage  and o t h e r  h%ndl.ing 
expenses and o r d i n a r i l y  would approximate p r i c e s  p reva i l ing  .,. 

f o r  s i m i l a r  suppl ies  i n  t h e  loc? . lnarkets .  To proper ly  
s t o r e  and h m d l e  t h e  suppl ies  t h e  corporat ion w i l l  cons t ruc t ,  
purchase o r  leasf: wirehouse f a c i l i t i e s .  I n  'time it may 
f i n d  it necessary t o  provide a f a i r l y  l a r g e  warehouse i n  
t h e  territory of each t e h s i l  o r  t h m n  and such a d d i t i o n a l  
s to rage  i n  v i l l a g e s  a s  may be necesssry i n  de l ive ry  t o  t h e  
fanners .  Loan supervisors  w i l l  assume respons ib i l i t : ,~  f o r  
t h e  fanner  t ak ing  de l ive ry  of t h e  supvl5 .e~ and supervise 
t h e i r  use. ' 

~ o n ~ l e t e  accounting of a l l  supp l i e s  w i l l  be  necessary'  
i nc lud ing  proper  inventory control .  Accurate records niust ' 

be kept of s a 1 . e ~  and d e l i v e r i e s  t o  fanner:. Loans t o  
farmers f o r  purchase. of suppl ies  ordinclrily w i l l  be  
disbursed by d e i i v z r y  of t h e  supp l i e s  2nd w i l l  no t  be  peid 
out  i n  cash. 

2. Marketing of. crops and o ther  farm products -,The Farmers 
Service  Co'~gorat,ion w i l l  engage i n  m a r k e t i x  only i n  areas  
where i t  i s  consj-dered necesszry t o  provide farmers wi th  
improved o u t l e t s  f o r  t h e i r   product,^. Successfu l  marketing 
of farm prociucts r equ i re s  a  high degree of t e c h n i c a l  s k i l l  



and abj.lit,y i n  business iranC?.gement. Mot a l l  t h e  lgan  
supcrvi.sGrs w u ? d  h ? e  t h e  ?hi:'i.ty t o  fc-?rket, products  t o  
ndvantage an3 ;:cnerally would not be  r e q ~ i i r e d  t o  angzge 
i n  t h i s  a c t i v i t y .  Whtre loc2.l nc?.rkets >.rc: re?sonably 
satisf.!ct,org, f;mners rece iv ing  l o r n s  would se l l .  t h e i r  
crops and o the r  f a n ;  prodidcts i n  t,hese markets.  

Vflere improvement i n  rmrketinil: i s  nccesscrg  nnc! where 
m-rket ing i s  n comparativel:~ s i rmle  opc~rqt.:ion such as  t b z  
a s s e ~ b l g  and purchase of sta.pli;s l i k i  vrh. :t, 2nd r i c e ,  t h e  
warehouse . f : rci l i - t ies  used f o r  suppl ie r j  rzight a l s o  .be used 
t o  g ive  i s m e r s  2 b c t t e r  ou t l e t .  ;?or tthcj.r f ~ r v '  products .  On 
tho  ot,her hand, where m r i t e t i n ~  i s  comniic,?.tcd invol.vir.g 
pr~cessimi:  mch e s  ginnilnr: of cot,t.m, sc ;n r? t r  fi~cj.l.it,ii?s 
umrer spec ia l i zed  m,?n?.gc?mimcn:, would ?:e erg-nizcd and 
constructed.  S ince  thcso  f a c i l i t i e s  rt:qu.ii-e n r e l ? . t i ve ly  
l a r g e  moun t  of c a p i t a l  t hey  would. be  provided only where 
p resen t  f a c i l i t i e s  a r e  inndequr9te and t h e  u s s i s t m c e  of t h e  
Corporation i s  required t o  g ive  f.?rmers ti s a t i s f l c t o r y  
m.arket. Also whmi these  f a c i l i t i e s  a r e  provided t!-,ere must 
be ,?ssurance of a s u f f i c i e n t  volume of bus iness  f o r  
e f f i c i e n t  operat ion.  

P r i c s s  wid  farmers f o r  f a r K  products  wou1.d r e f l e c t  denand 
and sup:dy i n  t h e  market. The far3.w would be pai.d i ' t  

t ime of de l ive ry  o r  i f  s to rage  i s  zvai lnble ,  2nd t.he farmers 
choose t o  s t o r e ,  t hey  would pay 2 f e e  f o r  s to rape  and g e t  
t h e  p r i c e  p reva i l ing  when t h e  crop moves out  of s to rage  f o r  
s a l e .  Since t h e  Corporntion would be competi.ng i n  t h e  
mnrket ;S.,?cc it would f ind  %t n e c e s s x y  t o  pay going market 
p r i ces .  It should be t h e  p o l i c y  of t h e  Corpor,ation t o  pay 
t h e  f?.n?ers t h e  h i e h m t  p r i c e  possi.bJ.r?, bu t  p r i c e s  paid 
should,  he a t  leve1.s whici-I r i i . 11  enable it, t o  ope ra t e  t,he 
marketing p rogrm without l o s s o v . ~ r  a psr iot i  of time. To 
t h e  cxtont, t h z t  t h e  Corpor?t ion can imnrove p r i c e s  received 
by farmers f o r  t h c i r  crops i i c r w t e  incen t ives  f o r  
them t o  increzke product ion on t h e i r  f  nmt. 

3. Loans t o  farmers 

( 2 )  -,ii:le h o r r o w e ~  - Loans s h ~ l l  'of: made only t o  
persons a c t u a l l y  engag& i n  t h e  o p ~ r a - t i o n  of famis,  
e i t h e r  a s  nn owner o r  ten.?.nt, pnd who p a r t i c i p a t e  
i n  both t h e  l abor  ind nan?,genent involved i n  t h e  
production of crops o r  l i ves tock .  Such persons 
s h a l l  be e l i g i b l e  f o r  l o a s  only i f  they a r e  un,?hle 
t o  cb tn in  loans  on reasonable t e r n s  from. o t h e r .  
e s t fb l i shed  agencies .  



( b )  Approval of l o a n s -  A l l  app l i ca t ions  f o r  loans 
s h a l l  have t h e  approval  of t h e  l o c a l  l oan  
supervisor  who sha l l  a s s i s t  t h e  a p p l i c m t  i n  
m k i n g  a farm. p lan  and analyze,  along wi th  t h e  . 
farmer, t h e  intende?: use  of l oan  funds and t h e  
probable e f f e c t  of t h e  loan  on farm earnings.  
The a n a l y s i s  s h a l l  be summarized i n  a n  applic2- 
t i o n  forn  which s h a l l  be signed by t h e  a p p l i c m t  
and the  loan  supervisor .  On applicat , ions of 
R S . ~ O O / -  o r  l e s s  t h e  approval of t h e  Loan 
superviso r s h a l l  be f i n a l  . ;!pplications of 
over ~ s . 5 0 0 / -  a l s o  s h a l l  have t h e  approvll. of 
t h e  m n a g e r  of the  Eranch Off ice  of t h e  
Coqooration, o r  h i s  representa t ive .  . 

( c )  Purpose of Loans - Loans may be made f o r ' a n y  
and a l l  a ~ i c u l t u r z l  purposes, but  f o r  such . 
purposes onl:7. 

(d )  Period of  loans  - Loans may be made f o r  any 
period not  t o  exceed 20 years .  Preference s h a l l  
be given f i r s t ,  t o  loans  of 1 8  months o r  l e s s  
and second, t o  loans  over 18 months bu t  not  
exceeding 5 yea r s .  Loans f o r  per iods  of over  
5 yea r s  s h a l l  be  made only  i n  except ional  cases  
where it is determined t h a t  such ioans  a r e  
needed f o r  t h e  improvement o r  establ ishment  of 
farms. 

( e )  Kaxinmm amount' of loans  - No loan  sha l l .  be made 
t o  any one borrower f o r  an amount esceedi.ng ' 

Rs.25,000. , It i s  t h e  i n t e n t  t o  se rve  p r imar i ly  
the. s ~ n a l l  producer *,nil t h e r e f o r e  preference  
s h a l l  be given t o  :Loans i n  arnount of Rs.1,000/- 
o r  l e s s .  A s  def ined here  t h e  moun t  of 1oa.n is  
t h e  t o t a l  of a l l  a d v a c c s  t o  a borrower out- 
s t m d i n g  a t  any one time. 

( f )  --. Time of loan  pwment ,  - Loan cont,rac?,j shal.1 be 
drawn t o  provide f o r  payment a t  t h e  t ime when 
t h e  borrower w i l l  expect t o  r ece ive  income from 
pl.oducts prociuced. Seasonal  s h o r t  term loans  
w i l l  normally c e l l  f o r  payment' i n  f u l l  a t  a 
t ime s h o r t l y  followj.ng t h e  harves t .  Loms 
exceeding a. t e r n  of one y e a r  w i l l  n o m a l l y  be 
drawn c a l l i n g  f o r  payment i n  annual o r  semi- 
annual ins ta lments  i n   mounts s u f f i c i e n t  t o  
l i q u i d a t e  t h e  loan  i n  f u l l  d u r i n ~  t h e  f u l l  l oan  
period.  



(g)  ~ I I  se rv ice  c h a ~ i s  - Vhen farmer rece ives  h i s  f i r s t  
l o m  hr shal l .  pay i n t o  the reserve  fund o f t h e  

,Corporation an ,mount equ,?; t o  5 percent  of t,he ,mourit 
of the  loan ..nc' which s h l l  be deducted from t h e  
p r inc inn l  mount  .xivnnccrl. Subsequently, i f  t h e  borrower 
obta ins  loans  l a .g i i r  i n  imcllnt he sh.~!.1. p.?y i n t o  t h e  
reserve funti from the  pmccods of t h ~  lo.?ns such amounts 
a s  nlny i : i: rii.iuired t o  rrikc h i s  t o t , 4  pr:!,m:nt i n t o  t h e  
reserve  fund e q x l  t o  Civ:: percent  of !?is m:mi.i.?um !-oar!, 
i)-ymenti; i n t o  t h c  xscrvri: fund sha1.l beconit) t h e  
proper ty  of t h e  Corpor.- ton t o  bc rcint,nincrI. i n  tllc 
::(:counts r.s ;. rcserve f o r  lo s ses  on loan?. 

For su rv ices  provi r i~d  by the Corporrticn, includin,- 
t e c h n i c a l  os s i s tnnce .  fror! t h ~ ;  ].om supervisor, t,hc 
borrower s h a l l  pay,  a f ec equivs1,mt t o  f i v e  percent  
pe r  a n m  on t h e  princips' of t h e  loen. This f e e  shal.1. 
be incl-uded with paynents of princip2.l  and s h a l l  he  
appl icable  2nd pnynble only f o r  such time as  t h e  
p r i n c i p a l  i s  outstcanding. 

(h ) 'Secur i ty  f o r  loans  - The pri.mary s e c u r i t y  Tor loens - 
s h d l  be t h e  p roduc t iv i ty  of t h e  farm a s  operated by 
t h e  .f,-mer-borrowerr I n  a l l  cases t h e r e  s h a l l  be  
prospects  of s u f f i c i e n t  income from t h e  farm e n t e r p r i s e  

' 
t o  make payments o n  t h e  loan 3s they become duo. The 
borrower s h a l l  s ign  an  sgreenent  t h a t  he h<l l  n o t i f y  
t h e  :.ban. supervisor  of h i s  i n t e n t i o n s  t o  merket h i s  
crop:; and o t h e r  products an& he s h a l l  ??ply ?s payments 
on the  ioan  such amounts a s  he a n d  t h e  loan supervisor  
shall .  agree  should be  epplied. I f  t h e  Cp-poration 
has marketing , f , -c i l i t , i es  of i t s  own nvni lable  i n  t h e  
loc r i l i t y  it may requ i re  in  agreemunt by t h e  borrower 
t o  d d i v e r  t o  t h e  Corpomtion t,he c r t i r e .  amount of t h e  
crop t o  be  mnrketerl, 

The borrower w i l l  s ign  a note (bond) agreeing t,o p ~ y  
t h e  lorn under terms 2rr:inged. I f  thc: appl icant  f o r  a 
loan i s  t h e  owner of :a fsrm no su re ty  '>y another  person 
o r d i n z r i l y  w i l l  be  required.  If t h e  apulicnnt  i s : a  

t e n a n t  t h e  su re ty  o f  t h e  ownor of t h e  land operated by 
t h e  t snnn t  o r d i n ~ r i l y  wi i l  be required.  

I n  thc  cnse of loans made f o r  t h e  purckmsc of 
l i v e s t o c k  and equipment t h e  borrower s h d l  @ve 2 

mortgzge on these  items. A l l  1on.q t e r n  loans,.5 years  
o r  mo-e, f o r  t,he improvement of farms o r  f o r  o t h e r  
purposes, ihtil!. bc secured by a f i r s t  mortgage on t h e  
farm of t h e  i p p l i c a n t  . 



( i )  Loan semicj.n,? and supenri:jio_n - Disbursemc~t  cif t h e  
loan  proctcxis w S . 1  b e  t h e  r e s p o n s i b i l i t y  of t h e  local.  
l o a n  supervisor   who s h a l l  determine t h a t  t h e  proceeds 
a r e  used b y  t h e  borrower f o r  purposcs intended. Lo~.ns 
f o r  the  purchase of suppl ies  haldled by t h c  Corporation 
w i l l  b e  advanced by t k e  farmer tak ing  do l ive ry  of t h c  
supy:15es. For items not hindled by t h e  Corporat,ion 
t h e  proceeds may be paid. t o  t h e  borro~w::r i n  cash with 
t h e  lotin supervisor  taking s t e p s  t o  ese  tkt t h e  fund-s 
a r e  used f o r  t h e  puryoscs agreed upor:. 

The l o m  progr?m of the Corporztion i s  one of 
combining with c r e d i t ,  technical guid,mce f o r  borrowers 
t o  a s s i s t  then  i n  inproving fmm operatlions and. 
increasing earnings. k t  l e a s t  once e=ch yea r  t h e  
loan , superv i s? r  s h a l l  confer  with t h e  borrower f o r  
t h e  purpose of drewing up a cropping p1.n and .making 
plans ' f o r .  genera l  improvement of t h e  farm business.  
These p lans  s h a l l  become a p a r t  of t h e  c r e d i t  p r o g r m  
and loans w i l l  be geared t o  t h e  p lans  f o r  t h e  purpose 
of making t h e  L2provements agreed upon. The loan  
supervisor  w i l l  v i s i t  t h e  farm of t h e  borrower o r  
meet with groups of borrowers t o  g ive  i n s t r u c t i o n s , o n  
improved techniques i n  crop nnd l i v e s t o c k  e n t e r p r i s e s .  
The 1oca.l l o a n  supervisor  w i l l  be respons ib le  f o r  
~ b t e i n i n ~ p a y m e n t s  of loans  a s  they become due. An 
important p a r t  o f  t h c  t e c h n i c a l  gui.dence w i l l  be  t o  
develop an a t t i t u d e  mong borrowers t o  se r ious ly  
recognize t h e i r  financi,al ob l iga t ions  and. t o  make 
p lans  t o  pay locans a.s they  become due. 9orrowers 
must apply proceeds from t h e  s a l e  of crops and o t h e r  
products on payments due on loans  and should do so  
v o l u n t s r i l y .  Fa i lu re  t o  so  a.pply proceeds sh,?.ll 
be m u s e  f o r  suspension of a s s i s t a n c e  from t h e  
Corpora-tion. 

Training l o c a l  loan  supervisors  

The ex ten t  of opera t ions  and. t h e  effecti-:mess of t h e  program of 
t h e  Farmers S e r v i c e  Corporation w i l l  depend on t h e  , ? v a i l a b i l i t y  of men 
t o  serve  a s  l o c a l  loan supervisors  a n d i n t i u ' n  t h e i r  a b i l i t y  t o  g ive  
t echn ica l  guidance t o  farmers. The Corporation w i l l  f i n d  it necessary 
t o  engage i n  a program f o r  t r a i n i n g  l o m s u p e r v i s o r s .  

A man se lec ted  f o r  t h e  p o s i t i o n  of 1.ocal loan  supervisor  must have 
e farm background and understand farminf' p rac t i ces .  ": should enjoy 
working with farm people m d  l i v i n g  i n  rur,?l v i l l a g e .  Furthemore,he 
must have a t  l e a s t  the  equivalent  of n grade school education ,?nd with 



proper  t r a i n i n g  be a b l e  t,o kdep sinp1.t: accounts and p j . n t , ? i n  o t h e r  
rccords pe r t a in ing  .to. t h e  1o:m program. He must b e w i l - l i n g  t o  l,?bor 
i n  t h e  f i & h  :\e.th f?r.n:era a.nd danonstxate  pmcti.ccs which. h? will be 
advoc;.ting f o r  iniprovenicnt i n  f a m i n g .  

' ,  

The b r m c h  mmager of t h e  C0rporatii)n t i i l l .  be responsiblii  f o r  
mploying  thc; I.ocal lo-n  supervisors  in t h e i r  d i s t r i c t s  tint! f o r  organi./c 
i ng  t ra in i .ng  courses.  

The f irst  trainin:: course f o r  loan supervisors shouid b e , s e t  up f o r  
.. a peri.od of ?.bout t h r e e  months. i n  t h i s  course t h e  fol lowing sub.jt.cts 

shcm:ld be s t r e s s e d ,  
. . 

1.' IYaintCtnin~ reccrds o.f l.oc?r~s - This inc ludes  fil in::  of 
l oan  documents 2nd keeping of accur.?te accounts on 'each 
loan  of funds ci'isbursed and fun& co l l ec t ed .  ' 

2. Making farm plans  - I n s t r u c t i o n s  ~ u s t  bi: given i n  t h e  
analysi:; of a f r rm bus iness ,  t h e  l ayou t  of f i e l d s ,  

s e l e c t i o n  of crops,  est imating earnings and budgeting 
::dvance:: on loans. 

3. Teachinp: .improved f,-m. p r a c t i c e s  - Demonstrations should 
be g i ~ r e n  on p r a c t i c e s  t o  be emphasized i n  i r p r o v i n g  
a g r i c u l t u r e ,  uSe of f e r t i l i z e r ,  improved seeds,  b e t t e r  
cu l tu ra l .  p r m t i c e s ,  e tc .  

4. Rela t ionships  wi th  r u r , d  people - Loan s u p s r ~ i s o r s  must 
know how t o  d t x l  wi.th r u r a l  people and gz in  t h e i r  
confidence. Spec ia l  t r a i n i n g  should h e  o f f c r e d  on 

. , 
methods t o  be followed i n  working with r u r a l  people and . .  . .  . 

, . . i n f luenc ing  them t o  change fwming p r a c t i c e s  and developing 
!. i n  them n d e s i r e  t o  improve t h e i r  economic pos i t i on .  

i 

. A s  t h e  program develops arid it becomcs apparent  what t m e  of 
problems a r e  a r i s i n g ,  s p e c i a l  in-serv ice  t r a i n i n g  must b e  orgcnized t o  
t rci in  1oa.n ~ u p e r v i s o ~ s  t o  meet t h e s e  s p e c i a l  s i t u n t i o n s .  It i s  l i k e l y  
t h a t  s p e c i a l  t r a i n i n g  i n  t h e  h m d l i n g  of f am.  supp l i e s  w i l l  be needed. 

Long. ;Fun Pos i t ion  of t h e  Farmers Se rv ice  Corpo-r,?t,ion 

The probl& of inprovriri,: ? g r i  c~ui%uri: i n &  increasing t h e  food supply 
w i l l  be a  continuing problem f o r  P#:kistan, p r . r t i c u l ~ r l y  i f  t h e  growth 
of p o p u l ~ t i o n  continues ;.t t h e  present  r a t e .  For t h i s  're:?son t h e  
F a r m r s  Serv ice  Corporetion should p lan  t o  opera te  over  a  1.ong per iod  
of yi::ars. !ioxever,as farming i s  inproved and.smal.1 farmers strerigthen 
t h e i r  f i n a n c i a l  p o s i t i o n  a s  a  r e su lk  of t,he supervised c r e d i t  program, 
many should then bo a b l e  t o  o b t a i n  t h e i r  c r e d i t  from sourcissuch i s  t h e  
Agr i cu l tu ra l  Bank o r  Cooperative S o c i e t i e s .  I n  ' t h i s  case  t h e  c r e d i t  
a c t j - v i t i e s  i n  an a rea  might b e  reduced t o  inc lude  only  a r e l a t i v e l y  
smal l  number of farmers,  



I n  a reas  whwc multipurpose .cooperative s o c i e t i e s  become a c t i v e  
t h e  Corpor?.tion could turn over  t o  these  soc j -e t ies  t h e  hmclling of 
suppl ies  i.nd probably rnarkcting a c t i v i t i e s .  F a m w s  whose f i n a n c i r l  
pos5.tion hs s  been improved a l s o  should b e  ab le  t o  obt - in  lor-ns f r o x  
t h e  cooperat ive society.- Farmers who a r e  i n e l i g i b l e  f o r  loans  from 
t h e  socj.ety bu t  eligibl.,: f o r  supervised c r e d i t  f r o n  t h e  Corpor:tti.on 
could become n m b e r s  of t h e  soc i t t , y  and purchese suopl ies  f r o r  it. 
I n  o t h c r  words, i n  an ? r e a  where a rnultipdrpose cooperat ive s o c i c t y  
becon.es a c t i v e  t h c  Corporation would plnn t o  txm over t o  t h i s  socj.et,y 
a s  much of i t s  program 2s possib1.e. I n  t h i s  m?nner t h e  Government':: 
progr,m m?.y i n  tint- bi: r.r.:teriallq reduced i n  -:ope. P r o v i s i o n  could 
be  P..-do f o r  t h e  Corporation t o  s e l l  warehouses and o t h e r  physj-cal 
faci1iti .c.s t o  cooperat ive s o c i e t : ; ~  w!?::se t5ey 2rrc ab1.c t o  funct i??  
e f f e c t i v e l y .  Paymenl; f o r  t h e  f ~ c j . l i t , i e s  would be  m'ade o m r  a  per iod  
of scvern l  pears .  

It i s  l i k e l y  t h a t  objections may he r a i s e d  t o  a p r o p r m  such 2s 
t h a t  of t h e  Farmers Serv ice  Corporation on t h e  grounes t h ? t  it w i l l  
hare  an i n f l a t i o n w y  e f f e c t  i n  t h e  economy. '?he persons rai-s ing t h e  
ob jec t ions  would s a y  t h a t  any Corporation paying. out  s6vera l  m i l l i o n  
rupees would c o i ~ t r i b u t e  t o  an i n c r e r s e  i n  p r i c e s  of goods. However, 
t h e  p r o g r m  of t h e  Corpor?.tion i s  o n e  of increzsi.ny: product ion of . 
e g r i c u l t u r a l  prod.ucts and t h e  n e t  e f f e c t  should be t o  s e t  i n  'motion 
fo rces  which would .opzr?tc t o  s t a b i l i z e  and not  r ? i s e  p r i c e s ,  I n  
Pakis tan  a l a r g e  sha re  of t h e  t o t a l  va lue  of goods consumed i s  i n  
food and other  2g r i cu l tu r , ? l  products .  Therefore,;in inc reese  i n  t h e  
supply of a g r i c u l t u r a l  products  would have a  s t a b i l i z i n g  e f f e c t  on ,. . . 
t h e  genera l  l e v e l  of p r i c e s .  

1. The economic d e v e l o p ~ e n t  of Pakis tan  is dependent on. t h e  improve- 
ment of a g r i c u l t u r e ,  i t s  primary in dust^^. F a m s  gene ra l ly  a r e  s m a l l ,  
incomes o f f a r m e r s  low and poverty p r e v a i l s  i n  most r u r a l  a reas .  
There a r e  oppor tun i t i e s  f o r  z r e a t l y  inc reas ing  a g r i c u l t u r a l  product ion 
by t h e  adoption of improved f?.m~ing p r a c t i c e s  and c r e d i t  a n d  t e c h n i c a l  
guidznce f o r  f am-e r s  a r e  e s s e n t i a l  f o r  t hese  improvements. 

; 2 ;  Pakistan has no well-organized c r e d i t  sgstcrn t o  a s s i s t  farmers.  
Such c r e d i t  a s  i s  a v a i l a b l e  t o  r u r a l  people i? provided t o  a  l a r g e  ' 
ex ten t  by ind iv idua l s ,  inc luding  f r i e n d s  , r e l a t i v e s ,  landlords  and 
t r ~ d e r s .  Improved c r e d i t  f a c i l i t i e s , a r e  needed and should be  
e s t ab l i shed .  

3. Tvio Cen t ra l  Government sponsored a g r i c u l t u r a l  c r e d i t  agencies + 

a r e  opera t ing  bu t  have f inanced only c comparatively smal l  number of  
fzrmers.  These ap;enci.es, t h e  Agr i cu l tu ra l  Development Finance 
Corporntion and t h e  A~r icuLtura l .  Bank of P,-.kj.st;in should be  merged 



a s  soon as  p o ~ s i b l e  t o  opera te  2,s one i n s t i . t u t i o n  under  t h e  Agri,cultur?l 
Eank Act of 1957. Adequate ca;oital should b s  provided. and s t e p s  tcken 
t o  b r ing  t h e  s e r v i c e  cl.ose t3  t h e  f n r c e r s .  Th? r e o r g s ? ; ~ i z ~ d  Agr i cu l tu ra l  
Bank should confine i t s  loans t o  farmers who hare  n sound b;:sis f o r  
c r e d i t  n d , i n  e:er!dral,wLll f inance  -the Larger f?rmers a s  well. 9s t h e  
smal lor  fzrmerr who a r c  i n  fxir1.y s i rong  fi .nnnci.d p o s i t i o n ,  :>nd t h e  
coopmot ive  soci.i.tios. 

4. %my :in,?ll. a~:r- '!culturc.l  cooperat ive c r e d i t  soci . t t , ics  hevc been 
o rgmizcd  over  the y e a x  but, i n  gencxil ,  t h c  coopcr;~.t,i.ve movement, h?s 
not  been 2 sue-ass.  l a r g e  proportion. of t h e  s o c i e t i c s  have f a i l e d  
and IT..-ny of t h m e  st,i!.l i n  operrt,ion ? r e  vie,-!c. LIowever, if p rope r ly  
organized n1.d efficiently managed, coopcrat:ive societ i .cs  c,?m be  of 
g r m t  he lp  i n  providing c r e d i t  and o t h e r  s c rv ices  f o r  farmers. Over 3 
period of  years  f o m e r s  multi?urpose s o c i e t i e s  should be  organj.zed c t  
key p o i n t s  i n  t h e  country t o  handle f n r n  supp l i e s ,  mwket  farm. products 
and make s h o r t  tsrm '2nd medium term loans  t o  fzrmer-members. Capable 
managers w i l l  be necessary and t m i n i n g  programs by t h e  I l eg i s t r a r s  of 
Cooperatives should be  expanded 2nd. improved t o  t r a i n  men f o r  positj.ons 
a s  managers of t h e  s o c i e t i e s .  

5. Cen t ra l  Cooperat,ive aanks and t h e  P rov inc ia l  Cooperative Banks a r e  
i m p o r t ~ n t  i n s t i t u t j ~ o n s  i.n f inencing  cooperat ive s o c i e t i e s .  It seems 
d e s i r a b l e  t o  reorganize t h e  cooperat ive banks with t h e  r e s u l t  t h a t  
t h e r e  would be  two apex cooperat ive banks i n  Eas t  Pak i s t an  and t h r e e  
apex cooperat ive banks i n  West Pakistcm. The Cen t ra l  Cooperative Banks 
would be reorg in ized  i n t o  branches of the  apex cooperat:ve b m k  i n  
t h e i r  t e r r i t o r y .  Supervision of t h e  apex cooperat ive b.anks would 
r e m i n  with t h e  Regist . rars  of Cooporst,ives . 
6. Pnkistan i.s faced with t h e  d i f f i c u l t  problcr. of g r e a t l y  inc reas ing  
a g r i c u l t u r a l  p r o d ~ c ~ t i o n .  t o  become se l f - su f f i c i en t  i n  food. This w i l l  
r e q u i r e  a s u b s t a n t i a l  i nc rease  i n  production on sm;:Ll f ~ m . s  operated. 
by tenzn-ts and s h a r e c r o p p e ~ s  and by t h e  owners of s m l l  t r a c t s .  
Supervised c r e d i t ,  t h a t  i s  c r e d i t  con.bined wi th  t echn ice l  guidance, 
would be an ef fec t iv 'c  means f o r  incre;.sing production on t h e s e  farms. 
I n  organizing; such a program it, w i l l  be  d e s i r a b l e  t o  e s t a b l i s h  a n  
independent government corpor;.tion, with adecpate c a p i t a l  under t h e  
i ' i inister of Food and Agricul ture,  named t h e  F'amers Serv ice  Corporation, 
w i t h  a u t h o r i t y  t o  make loans t o  f ~ m i e r s  who do not  h,we c r e d i t  from 
es t ab l i shed  a g m c i e s ,  g ive  technic,?l  guidance t o  borrowers, provide 
farm supp l i e s ,  and where necessary engpge i n  marketing of farm products.  
Men would be  t r a i n e d  t o  serve  as l o m l  lorn supervisors  and would work 
c lose ly  wi th  borrowers i n  improving f,?rm opemt ions .  When 2n e f f e c t i v e  
mult ipurpose cooperat ive s o c i e t y  i s e s t a b l i s h e d  and funct ioning  i n  m y  
p a r t i c u l p r  a rea  the  F2nners Se rv ice  Corporation would p lan  t o  t u r n  i t s  
a c t i v i t i e s  over t o  t h e  s o c i e t y  a s  f a r  2:; poss ib le .  


